EC COCKE 


VOLUME 19, NO. 6 


FEBRUARY 12, 1980 





RELEASES IN THIS ISSUE PAGE 


SIGNIFICANT ITEMS 
ANNOUNCEMENTS 





Securities Act 
Securities Exchange Act 
Public Utility Holding 
Company Act - 21407-13, 21415-17 438 
Trust Indenture Act - 549 cnn, “08 
Investment Company Act - 11028-32... 453 
Litigation - 8981-93... 458 


- 6183-87 ... 412 
- 16531-50... 424 


This listing covers releases issued from 1/25/80 - 
1/31/80. This listing does not affect the legal 
status of any document published in this issue. 


NOTE: Public Utility Holding Company Act 
Release No. 21414 was inadvertently omitted 
from this docket. The release will appear in 
Volume 19 No. 7. 


33-6187 Extension from February 1, 1980 to 
February 15, 1980 of the date by 
which comments must be submitted 
with respect to proposed amend- 
ments to new Regulations 14D and 
14E pertaining to tender offers and 
the proposed recission of Rule 10b- 
13 [File No. S7-812]. 





RULES 








SEC DOCKET INDEX 








VOLUME FOUND IN DOCKET 
| Vol. V, No. 15 

I Vol. V, No. 16 
III Vol. VI, No. 3 
IV Vol. VI, No. 15 
V Vol. VI, No. 20 
Vi Vol. Vil, No. 8 
VII Vol. Vill, No. 15 
Vill Vol. IX, No. 11 
IX Vol. X, No. 11 

X Vol. XI, No. 9 
XI Vol. XII, No. 12 
XII Vol. XIII, No. 11 
XII Vol. XIV, No. 12 
XIV Vol. XV, No. 12 
XV Vol. XVI, No. 10 
XVI Vol. XVII, No. 7 
XVII Vol. XVII, No. 6 


DATED 
12/3/74 
12/10/74 
1/8/75 
4/22/75 
5/28/75 
7/22/75 
1/28/76 
5/18/76 
10/5/76 
2/8/77 
7/19/77 
11/29/77 
4/25/78 
9/12/78 
1/16/79 
5/15/79 
9/13/79 








The following releases relate to self-regulatory 
rule proposals and/or adoptions. 


34-16532 
34-16533 
34-16534 
34-16535 
34-16536 


34-16537 
34-16538 
34-16539 
34-16540 
34-16541 


34-16542 
34-16543 
34-16544 
34-16549 


33-6183 Solicitation of comments on a pro- 
posed amendment to Form N-1, the 
registration form for open-end man- 
agement investment companies, to 
require the inclusion of a stand- 
ardized yield computation in the 
prospectuses of money market 
funds, and an amendment to Rule 
434d to require money market funds 
to conform yield quotations used in 
Rule 434d advertisements to that 
standardized method [File No. S7- 
821 - Comment Period expires: 
4/7/80]. 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6183/January 28, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11028/January 28, 1980 


“Money Market” Funds; Inclusion of a Standardized 
Yield Computation in Prospectuses 


ACTION: Notice of proposed rulemaking. 


SUMMARY: The Commission is soliciting comment 
concerning a proposed amendment to Form N-1, the 
registration form for open-end management 
investment companies, to require the inclusion of a 
standardized yield computation in the prospectuses 
of money market funds, and an amendment to Rule 
434d to require money market funds to conform 
yield quotations used in Rule 434d advertisements 
to that standardized method. The Commission is 
also withdrawing a prior proposal relative to the 
standardization of money market fund yield 
quotations. 


DATE: Comments must be received no later than 
April 7, 1980. 


ADDRESS: Send comments in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. All comments should refer to File No. 
$7-821 and will be available for public inspection. 





‘Except for the definition of “money market” fund 
contained in the general instructions to Form N-1R 
[17 CFR 249.330, 274.101], which is limited in its 
applicability to that form, the term “money market 
fund” is not defined in any statutes or Commission 
rules thereunder. However, money market funds are 
generally considered to be those open-end 
investment companies whose portfolios consist 
primarily of short-term debt obligations, usually 
referred to as “money market instruments.” These 
funds generally strive to maintain a constant net 
asset value per share while offering a relatively high 
yield. Typically, they are designed to attract short- 
term investors who seek preservation, rather than 
appreciation, of capital, together with a high level of 
income. 
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FOR FURTHER INFORMATION CONTACT: Larry L. 
Greene, Esq. (202/272-2104) or Anthony A. 
Vertuno, Esq. (202/272-2107), Division of 
Investment Management, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. 


SUPPLEMENTARY INFORMATION: The 
Commission is proposing amendments to Form N-1 
[17 CFR 239.15, 274.11] under the Securities Act of 
1933 [15 U.S.C. 77a-77aa] (“Securities Act”) and 
the Investment Company Act of 1940 [15 U.S.C. 
80a-1 - 80a-52] (“Act”) and Rule 434d [17 CFR 230. 
434d] under the Securities Act. The proposed 
amendments would require certain investment 
companies, usually referred to as “money market” 
funds, to include in their prospectuses a yield figure 
computed according to a standardized method and 
to compute any yield quotations used in Rule 434d 
advertisements according to that standardized 
method. The proposed method would produce an 
annualized yield figure based on the average daily 
net investment income received or accrued by a 
fund over a seven day period. The requirement for 
the yield computation would apply to any open-end 
investment company holding itself out be a “money 
market fund” or having an investment policy calling 
for investment of at least 80% of its assets in debt 
securities maturing in thirteen months or less.' 


Importance of Comparable Yield Quotations and 
Purpose of Proposed Amendment 


The Commission believes that yield quotations are 
an important factor affecting an investor's decision 
concerning money market funds. In this regard, 
such funds appear to be marketed largely on the 
basis of liquidity and yield. This is in contrast to 
traditional equity funds, where an_ investor's 
judgment as to competing funds’ potential for 
Capital appreciation is likely to be more important 
than a comparison of stated yields. 


Despite the importance of yield quotations to 
investors making investment decisions and to 
money market funds in marketing their shares, 
yields reported and quoted by money market funds 
are not computed on a standardized basis and thus, 
in many cases, are not comparable. This lack of 
comparability of yield quotations may have the 
potential for confusing and misleading investors. 
The problem is made more serious by the fact that 
the use of yield quotations by money market funds 
for promotional purposes appears to be increasing 
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in light of the adoption of new Rule 434-d [17 CFR 
230.434d] under the Securities Act, which permits a 
new Class of investment company advertisements in 
the form of “omitting” propectuses. 


The proposed amendment to Form N-1 will, if 
adopted, ensure that investors are supplied with 
yield figures in money market fund prospectuses, 
and that these figures are calculated in such a way as 
to help investors make useful comparisons. 
Furthermore, since the proposed amendment to 
Rule 434d will, if adopted, require that yield figures 
presented by money market funds in Rule 434d 
advertisements be calculated in the same way as the 
figures in the full prospectus, the yield figures used 
in such advertisements will also be comparable. 


Of course, even if a standard computation of yield is 
adopted, the extent to which yield quotations can 
properly be compared will be limited by other 
considerations. These considerations include the 
extent to which the fund using the quotations might 
have unusual characteristics with respect to the 
quality of its portfolio securities, or the average 
weighted maturity of its portfolio. It is the 
responsibility of the person issuing a regular 
prospectus or advertisement which includes yield 
figures to include such other information as may be 
necessary to make those figures not misleading. The 
Commission has previously made clear that it 
will normally not prescribe rules containing specific 
standards as to what is or is not misleading in 
investment company sales literature,? and in 
the amendments being proposed herein specific 
requirements as to additional information to be 
included in money market fund prospectuses or 
advertisements have been kept to a minimum. 
Rather, the proposed amendment focuses on the 
yield computation itself, concerning which definitive 





See Securities Act Release No. 6140 (October 26, 
1979 [44 FR 64070 (November 6, 1979)] 


3Investment Company Act Release No. 8757 (April 
15, 1975) [40 FR 18467 (April 28, 1975)]. 


‘Investment Company Act Release No. 8816 (June 
12, 1975) [40 FR 27492 (June 30, 1975)]. 


5A fund using the mark-to-the-market method 
obtains a “quote” on each instrument in its portfolio 
or on one of comparable quality from the issuer ora 
dealer. A fund using the amortized cost method 
values a security at its cost on the date of purchase. 
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guidance seems appropriate in order to achieve 
standardization. 


Different Methods of Computing Yield and Earlier 
Efforts of the Commission at Standardization 


While the lack of comparability in money market 
fund yield quotations exists for a variety of reasons, 
the Commission believes that one of the most 
significant reasons is the fact that various funds use 
different methods of computing yield. Yield 
computations may differ in many ways, including 
the manner of treating unrealized appreciation or 
depreciation, the weighting factors (if any) used, and 
the expenses which are included in the calculation. 
For example, those funds which compute their net 
asset values on the basis of either amortized cost or 
“penny-rounding” do not normally reflect changes in 
the market value of their underlying portfolio 
securities either in their determination of net asset 
value per share or in their daily dividend. Other funds 
recognize unrealized changes in the value of 
portfolio securities but adjust the daily dividend to 
reflect such changes and maintain a constant net 
asset value per share. Still other funds reflect 
unrealized appreciation or depreciation in portfolio 
security values in the determination of net asset 
value per share. 


In addition, the computation of yield may be 
weighted, with respect to each portfolio security, for 
dollar value, time remaining to maturity, both of 
these factors, or neither. Finally, the items of 
expense netted against income in computing yield 
may or may: not include charges made directly to an 
investor's account. 


In 1975, the Commission issued two releases 
relating, at least in part, to the problems created by 
this lack of uniformity in yield calculations. One 
release proposed the standardization of portfolio 
valuation of short term debt securities by registered 
investment companies, including money market 
funds, by use of the “mark-to-the-market” method of 
portfolio valuation,? and the other proposed the 
standardization of yield quotations by money market 
funds by use of the yield to average life (“YAL”) 
method.4 


At the time of the Commission’s proposals, some 
funds were using the mark-to-the-market method to 
value their portfolios, while others were using the 
amortized cost method.* In Release 8757, relating to 
valuation, the Commission proposed that the mark- 
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to-the-market method be used exclusively, because 
it was concerned that amortized cost valuation did 
not satisfy the requirements of the Act and the rules 
thereunder regarding valuation of investment 
company assets.£ In addition, the Commission 
considered it undesirable for some money market 
funds to use the amortized cost method while others 
were using the mark-to-the-market method, 
because this disparity in methods of valuation 
impaired the comparability of yield quotations, 
which are based in part on net asset value. 


After consideration of the public comments, the 
Commission in 1977 issued an interpretive release 
stating its position that Section 2(a)(41) of the Act 
and Rule 2a-4 thereunder required money market 
funds to value all debt securities with remaining 
maturities of more than 60 days, by the mark-to-the- 
market method.’ In addition, the Commission stated 
in that release its view that the net asset value per 
share of a money market fund should be calculated 
with an accuracy of at least one-tenth of one percent 
(equivalent to the nearest one-tenth of a cent of a net 
asset value of $1.00). 


Subsequent to this release, a number of money 
market funds filed applications under Section 6(c) 
[15 U.S.C. 80a-6(c)] of the Act, seeking to use 
methods of valuing portfolio securities or computing 
net asset value per share which were at variance with 





®Section 2(a)(41) of the Act [15 U.S.C. 80a- 
2(a)(41)] and Rule 2a-4 [17 CFR 270.2a-4] under 
the Act, as here relevant, require that the assets of 
registered investment companies be valued (1) at 
market value, if quotations are readily available, or 
(2) if quotations are not readily available, at fair value 
as determined in good faith by the board of directors. 


7Investment Company Act Release No. 9786 (May 
31, 1977) [42 FR 28999 (June 7, 1977)]. 


8Investment Company Act Releases No. 10201 
(April 12, 1978) [43 FR 16830 (April 20, 1978)] and 
10366 (August 18, 1978) [43 FR 38143 (August 25, 
1978)]. 


%investment Company Act Release No. 10451 
(October 26, 1978) [43 FR 51485 (November 3, 
1978)]. 


101nvestment Company Act Release No. 10824 
(August 8, 1979). 


"See Footnote 5, supra. 
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that prescribed in the interpretive release. The 
Commission ordered hearings on the applications,® 
and thereafter some of the applications were 
granted pursuant to a settlement arrangement 
between the applicants and the Commission.’ In 
substance, the settlement provided for the use, 
under certain conditions, of the ‘“penny-rounding” 
method of calculating net asset value per share. The 
remaining applications were also granted by the 
Commission,'® and permit the use, under certain 
conditions, of the amortized cost method of portfolio 
valuation.!! The use of this method, like penny- 
rounding, results generally in a stable net asset value 
for $1.00 per share funds. 


Because both penny-rounding net asset value 
computation and amortized cost valuation either 
round away or ignore the impact of market value 
changes on a fund’s portfolio, the orders granting the 
applications incorporate certain conditions 
designed to alleviate any harmful effects upon 
shareliolders of funds using those methods.’ 


At present, a large number of money market funds 
maintain a stable net asset value through the use of 
either the penny-rounding computation or 
amortized cost valuation. (Other funds, while 
complying with the procedures prescribed in 
Release 9786, may attempt to maintain a stable net 
asset value by adjusting the daily dividend to reflect 
any appreciation or depreciation in the value of their 





12For example, both amortized cost and penny- 
rounding funds must maintain an average weighted 
portfolio maturity of 120 days or less, must not 
purchase securities with maturities beyond a year, 
and must maintain a portfolio with a specified 
quality. 


In addition, funds using amortized cost valuation are 
required, among other things, to adopt procedures 
whereby the board of directors review the portfolio 
from time to time to determine the extent of any 
deviation of the net asset value per share (as 
determined by using available market quotations) 
from the $1.00 per share figure resulting from the 
use of the amortized cost method. If the deviation 
exceeds 1/2 of one percent and the board considers 
that that deviation may result in material dilution or 
other unfair results to investors or shareholders, it 
must take action to prevent the results by either 
marking to market or taking other steps to bring the 
fund’s net asset value, when considered in light of 
available market quotations, within acceptable 
limits. 


Volume 19, No. 6, February 12, 1980 





portfolio securities.) Thus, while the Commission's 
efforts to standardize the valuation of portfolio 
securities and computation of net asset value per 
share by money market funds have not resulted in 
complete uniformity, as a practical matter a 
substantial degree of standardization has developed 
in the area of valuation and computation of net asset 
value. 


Such uniformity has not, however, been achieved 
with respect to yield quotations. The Commission's 
proposal with respect to YAL provided, in substance, 
that whenever a money market fund reported a 
current yield on an investment in the fund by 
telephone, newspaper, or otherwise, such report 
would have to include a statement of yield ona“yield 
to average life” basis. The proposal defined “yield to 
average life” to mean the rate of return which would 
be received by shareholders in the company if all of 
the securities currently in the company’s portfolio, 
valued at market, were held to maturity, redeemed at 
par value, and the proceeds distributed to the 
shareholders. The release included the formula 
according to which the YAL was to be computed. The 
YAL quotation would have to have been 
accompanied by the dollar-weighted average 
portfolio maturity of the fund, and have been based 
on market values as of not more than one business 
day prior to the day the quotation was used. The 





13Investment Company Institute, available 
November 16, 1979. By its terms the Institute’s 
recommendations were limited to the presentation 
of yield quotations by a mutual fund at least 80% of 
whose portfolio consists, at the time of the 
calculation, of money market instruments having a 
maturity of thirteen months or less. 


4The computations resulting from this formula can 
be illustrated by the following example. The 
assumed figures are on a per share basis: 


Average accrued interest income 
Average amortization of discount 


$0.000234 


$0.000375 
Average expenses 


Average net investment income $0.000355 


proposal would have permitted the use of a historical 
yield in addition to the YAL quotation under certain 
conditions. 


Most of the comment letters received expressed 
opposition to the Commission’s proposal. The 
principal arguments against the proposal were that: 
(1) the YAL calculation was so complex that it would 
be expensive to calculate and would likely be 
misunderstood by investors; and (2) because money 
market fund’s portfolios contain instruments 
maturing at different times and are continually being 
replaced, the forward-looking yield quotation 
produced by the YAL computation would never 
represent a yield actually to be realized by any 
investor. It was argued that the figure could thus be 
misleading to investors, who might interpret it as a 
projection of future return. The Commission has 
taken no further action on the YAL proposal until 
now. 


No-Action Request of the Investment Company 
Institute 


By letter of November 6, 1979, the Investment 
Company Institute (“Institute”) requested that the 
Commission’s Division of Investment Management 
advise the Institute that it would not recommend 
enforcement action with respect to money market 
fund advertisements and prospectuses which 
contained yield quotations computed in accordance 
with a method described by the Institute, and which 
contained certain accompanying textual disclosures 
relative to yield.!° 


In substance, the Institute’s no-action request 
involved the use of an annualized historical yield 
based on a period of seven calendar days. The yield 
would be calculated by dividing the average daily net 
investment income per share earned by the fund 
(that is, accrued interest income plus or minus 
amortized purchase discount or premium, less all 
accrued expenses) during the seven calendar day 
period, by the fund’s average daily price per share 
over the same period and multiplying the result by 
365, i.e., 


average daily net investment income per share x 365 =Yield.!4 





Assuming an average net asset value per share of 
$1.00 for the relevant seven day period, the yield 
would be computed as follows: 


$0.000355 x 365 = 0.1296. (Yield = 12.96%) 
$1.00 
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average daily net asset value per share 


The resulting yield figure would be carried to at least 
the nearest hundredth of one percent. Net 
investment income would not include either realized 
gains and losses or unrealized appreciation and 
depreciation, but the average price per share would 
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include any changes in net asset value during the 
seven day period. Any fees charged directly to 
shareholder accounts, such as fixed monthly 
shareholder service fees, would be included in the 
accrued expenses of the fund. 


In its response to the Institute’s letter, the staff stated 
that it would not recommend enforcement action if 
money market funds conformed their computations 
of yield to the method described by the Institute. 
However, consistent with previously expressed 
Commission policy,!® the staff did not express any 
opinion as to the adequacy of the textual disclosure 
suggested by the Institute to accompany the yield 
quotations.'® 


The Commission’s Proposal 


The Commission has considered the method of 
computing current yield set forth in the Institute’s 
no-action request, and believes that use of that 
method might be more appropriate for achieving 
standardization of yield quotations than the YAL 
method previously proposed by the Commission. 
Specifically, the Commission believes that the 





1SSee Note 2, supra, and accompanying text. 


‘6The staff has also responded to another no-action 
request concerning use of yield quotations in 
investment company advertisements, Dechert Price 
& Rhodes, available November 19, 1979. That 
request sought the staff's views concerning 
publication by a fund of an advertisement under 
Rule 434d containing current figures relative to 
portfolio composition, performance or yield, where 
the company’s Section 10(a) [15 U.S.C. 77j(a)] 
prospectus contains an explanation of the derivation 
of such figures, as well as any assumptions on which 
the calculations are based and any other explanatory 
material necessary to avoid misleading inferences, 
but where the specific figures used in the 
advertisement are based on updated financiai 
information not contained in the Section 10(a) 
prospectus. : 


In its response, the staff indicated the view that use 
of current yield quotations would not constitute a 
violation of Rule 434d if (1) the company’s Section 
10(a) prospectus described the concepts of portfolio 
composition, performance, or yield that were used in 
the advertisement and (2) the current figures were 
based on facts which did not materially differ from 
those stated in the Section 10(a) prospectus. 
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historical yield figures suggested by the Institute 
might be more easily understood by investors, and 
might be more easily verifiable, than the forward- 
looking yield figures which would have been 
required under the YAL proposal. Using a seven day 
base period for the yield computation, rather than 
basing the computation on the values of portfolio 
securities determined on one particular day, would 
seem to make the yield figure less likely to be 
affected by aberrant changes in portfolio values, and 
less susceptible to manipulation. Moreover, the 
treatment of expenses, charges to shareholders’ 
accounts, and capital changes suggested by the 
Institute appears consistent with assumptions 
which might be made by many investors. 


In light of these considerations and the seeming 
need for standardization in this area, the 
Commission is proposing to amend Form N-1, the 
registration form for open-end management 
investment companies, by adding a new Item 3A to 
require money market funds to include in their 
regular prospectuses: (1) a yield quotation based on 
the seven days ended on the date of the most recent 
balance sheet or statement of assets and liabilities 
included in the prospectus, and computed 
according to the Institute’s recommended method 
as described above; and (2) a description of the 
method of yield computation. In addition, because 
the proposed standardized yield computation is 
based on certain assumptions as to operational and 
accounting practices, the instruction to the item 
would require funds whose practices differ in certain 
respects to make disclosure relating thereto. The 
proposed form amendment would apply to any 
open-end investment company holding itself out to 
be a “money market fund” or having an investment 
policy calling for investment of at least 80% of its 
assets in debt securities maturing in thirteen 
months or less. 


In connection with its proposal to require the 
inclusion of yield quotations computed on a 


standardized basis in money market fund 
prospectuses, the Commission is also proposing two 
other amendments, one of which concerns the 
placement in the prospectus of the proposed 
mandatory yield figures, and the other of which 
concerns yield information which money market 
funds might choose to place in advertisements 
under Rule 434d. 


As indicated earlier, the Commission believes that 
yield information is particularly important with 
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respect to money market funds, in light of the fact 
that potential investors are likely to use a 
comparison of yield quotations as a primary basis for 
arriving at an investment decision. For this reason, it 
seems that the yield information required by 
proposed Item 3A should be placed near the 
beginning of the prospectus, in order to increase its 
visibility and utility to investors. In addition, because 
yield information relates to fund performance, it is 
closely related to the information presented in the 
per share table required by Item 3 of Form N-1. 
Therefore, the Commission is proposing an 
amendment to the General Instructions to Form N-1 
to provide that the information disclosed pursuant to 
proposed Item 3A must follow immediately the per 
share table’of income and capital changes required 
by Item 3. 


The Commission is also proposing an amendment of 
Rule 434d under the Securities Act. The amendment 
would require any yield figures used in 
advertisements of money market funds to be 
computed by the same method as that which would 
have to be used for computing the yield information 
required in proposed new Item 3A. By its terms, the 
proposed amendment to Form N-1 requires only that 
a standardized method for computing yield be used 
for purposes of supplying the yield information 
required under proposed new Item 3A. Therefore, in 
the absence of a requirement to compute advertised 
yields in the manner required for prospectuses by 
proposed Item 3A, money market funds might 
arguably be free to compute advertised yields by 
non-standard methods so long as the “substance” of 
the yield advertisement is contained in the Section 
10(a) prospectus. 


The proposed amendment to Rule 434d would 
protect against the lack of comparability in 
advertised yields which could result from such a 
practice. Yield information contained in a Rule 434d 
advertisement would not necessarily have to relate 
to the same seven-day period as the yield 
information supplied in the full prospectus,’’ but the 
amendment would require Registrants to specify in 
the advertisement the period for which yield is 
quoted. 


It should be noted that the specific proposed 
requirements relative to textual disclosure which 
may accompany yield figures are limited to an 





17S$ee the Dechert Price & Rhoads letter, discussed in 
note 16, supra. 
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instruction to the proposed form item relating to an 
aspect of the computation of the yield figure and a 
requirement in the rule amendment concerning 
identification of the period used for the computation. 
The absence of more comprehensive requirements, 
however, in no way relieves persons using yield 
quotations from their responsibility to make 
whatever disclosure is necessary to make such 
quotations not misleading, whether the quotations 
are used in a prospectus meeting the requirements 
of Section 10(a) of the Securities Act [15 U.S.C. 
77)\(a)] or an “omitting” prospectus permitted under 
Rule 434d under the Securities Act. In this 
connection, the instructions to the form item will 
provide guidance for users of Rule 434d 
advertisements as well. 


Withdrawal of Proposal 


The Commission's proposal set forth in Release No. 
8816 (June 12, 1975), [40 FR 27492], to require 
money market funds to use yield quotations based 
on the yield to average life method, is hereby 
withdrawn. 


Text of the Proposed Amendments 


The Commission proposes to amend Parts 239, 274 
and 230 of Chapter II of Title 17 of the Code of 
Federal Regulation by revising Form N-1 as follows: 


1. By adding a new Subsection (3) to Section G. 1. a. 
of the General Instructions and by adding New Item 
3A. to Form N-1 [§§239.15 and 274.11] to read as 
follows: 


§239.15 Form N-1, for open-end management 
investment companies registered on Form N-8A. 


§274.11 Form N-1, registration statement of open- 
end management investment companies. 


* * KK 


GENERAL INSTRUCTIONS 


* * Ke K 
GF s* 
1 Pah ss 
an* = * 


(3) The disclosure required by Item 3A, when 
applicable, must follow immediately the information 
required by Item 3. 

xe KK KK K 
Item 3A. Yield Quotations of Money Market Funds 
(Prospectus Only) 
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(a) For a registrant which holds itself out to be a 
“money market” fund or has an investment policy 
calling for investment of at least 80% of its assets in 
debt securities maturing in thirteen months or less, 
furnish the following information: 


(i) a yield quotation based on the seven days ended 
on the date of the most recent financial statements 
of the Registrant included in the prospectus, 
computed by dividing the Registrant's daily net 
investment income per share earned during such 
seven calendar day period by its average daily price 
per share for the same period and multiplying the 
result by 365, with the resulting yield figure carried 
to at least the nearest hundredth of one percent; and 


(ii) a description of the method by which the yield is 
computed. 


(b) For purposes of the calculation required in 
subsection (a), above, Registrant’s daily net 
investment income per share shall include its 
accrued interest income plus or minus amortized 
purchase discount or premium less accrued 
expenses, but shall not include realized gains and 
losses or unrealized appreciation and depreciation. 
For purposes of this computation, fees charged 
directly to shareholder accounts must be included in 
the accrued expenses of the fund, and the 
Registrant's average price per share must include 
any changes in net asset value during the seven day 
period. 


Instructions: In connection with the presentation of 
the yield figure, the prospectus must disclose: 


(1) if applicable, that the Registrant follows the 
practice of reflecting changes in portfolio values in 
its daily dividend, and 


(2) if material, the net amount of any change in the 
yield figure which would result from: 


(a) the inclusion in the determination of net 
investment income of realized gains or losses and 
unrealized appreciation or depreciation recognized 
by the Registrant but excluded from the 
computation pursuant to Item 3A(b). 


(b) any change in net asset value during the period 
used for computing yield. 


* * eK * 


2. By deleting the word “and” from the end of 
paragraph (a)(4) of Section 230.434d, adding the 
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word “and” to the end of paragraph (a)(5), and 
adding a new paragraph (a)(6), to provide as follows: 


§230.434d Advertisement by an investment 
company as satisfying requirements of section 10. 


(a) %* ok oO 

(4) It states, conspicuously, from whom a 
prospectus containing more complete information 
may be obtained and that an investor should read 
that prospectus carefully investing, 


(5) It contains the statement required by section 
230.433(b) when used prior to effectiveness of the 
company’s registration statement, and 


(6) In the case of an investment company which 
holds itself out to be a “money market” fund or has 
an investment policy calling for investment of at 
least 80% of its assets in debt securities maturing in 
13 months or less, any quotation of such company’s 
yield contained in such advertisement is based on 
the method of computation prescribed in Item 3A of 
Form N-1, set forth in §§239.15 and 274.11 and 
identifies [the date of the last day in] the period used 
in computing that quotation. 


STATUTORY AUTHORITY: Sections 10 and 19(a) of 
the Securties Act [15 U.S.C. 77j and 77s(a)] and 
Section 38(a) of the Act [15 U.S.C. 80a-37(a)]. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 6184/January 30, 1980 


THE COMMISSION VACATES THE ORDER 
TEMPORARILY SUSPENDING THE REGULATION A 
EXEMPTION OF NATIONAL BREAST CARE 
CENTERS, INC. 


The Commission has issued an order vacating the 
order entered February 22, 1979, temporarily 
Suspending the Regulation A exemption from 
registration under the Securities Act of 1933 with 
respect to a proposed public offering of common 
stock of National Breast Care Centers, Inc., Suite B, 
Davis Medical Center, 635 Anderson Road, Davis, 
California, 95616. The Notification and Offering 
Circular filed on November 2, 1978 with respect to 
the proposed offering has been withdrawn. 


SECURITIES ACT OF 1933 
Release No. 6185/January 30, 1980 


In the Matter of 


PILLSBURY, MADISON & SUTRO 
RETIREMENT PLAN 

Post Office Box 7880 

San Francisco, CA 94120 


(18-65) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 3(a)(2) OF THE SECURITIES ACT OF 1933 
FOR AN ORDER EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS ISSUED IN 
CONNECTION WITH THE PILLSBURY, MADISON & 
SUTRO RETIREMENT PLAN. 


NOTICE IS HEREBY GIVEN that the firm of Pillsbury, 
Madison & Sutro (“Applicant” or the “Firm’), a 


California partnership, has by letters dated 
November 15, 1979 and January 23, 1980, applied 
for an exemption from the registration requirements 
of the Securities Act of 1933 (the ‘“Act’”) for any 
participations or interests issued in connection with 
the Pillsbury, Madison & Sutro Retirement Plan (the 
“Plan”). All interested persons are referred to these 
documents which are on file with the Commission 
for the facts and representations contained therein, 
which are summarized below. 
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|. Introduction 


The Plan covers the Applicant’s partners and 
employees who have attained age 25 and have 
completed one year of service with the Firm. The 
Plan is of a type commonly referred to as a “Keogh” 
plan which covers persons (in this case, Applicants’ 
partners) who are employees within the meaning of 
Section 401(c)(1) of the Internal Revenue Code of 
1954, as amended (‘Code’); therefore, the 
exemption provided by Section 3(a)(2) of the Act is 
inapplicable to the Plan. However, the Commission 
may, pursuant to Section 3(a)(2), by order exempt 
from the provisions of Section 5 of the Act any 
interest or participation issued in connection with a 
stock bonus, pension, profit sharing, or annuity plan 
which covers employees some or all of whom are 
employees within the meaning of Section 401(c)(1) 
of the Code, if and to the extent that the Commission 
determines this to be necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Il. Description and Administration of the Plan 


The Plan was originally adopted in 1952, and was 
most recently amended and restated as of January 
1, 1980. The Plan is a “defined contribution plan,” as 
defined in the Employee Retirement Income 
Security Act of 1974 (“ERISA”). The Firm has 
received determination letters from time to time 
from the Internal Revenue Service to the effect that 
the Plan met the requirements for qualification 
under Section 401(a) of the Code, the latest of such 
letters being dated February 22, 1978, and the Firm 
will submit the restated Plan to the Internal Revenue 
Service for determination that it continues to meet 
such Section 401(a) requirements. The Firm 
requests that the Commission assume that a 
favorable determination from the Internal Revenue 
Service will be received. 


Applicant makes contributions to the Plan on behalf 
of each participant out of its net income. 
Contributions allocated to the account of each 
participant are based on the participant's total salary 
for the year subject to a Social Security integration 
formula. The Plan permits participants to make 
voluntary contributions to the Plan, subject to 
limitations contained in the Plan, the Code, and 
Income Tax Regulations. As of September 30, 1979, 
two Partners, four associates, and one terminated 
associate had voluntary contributions invested 
pursuant to the Plan. 
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The Firm's contributions may be made in such 
proportions as it shall direct to (i) the Trustees of the 
Plan, who are appointed by and serve at the pleasure 
of the Firm (the “Trustees”), to be invested in 
accordance with a Trust Agreement dated as of 
December 30, 1977 and/or (ii) The Prudential 
Insurance Company of America (the “Insurance 
Company”), to be invested in accordance with one of 
several Investment Group Annuity Contracts 
entered into by the Insurance Company and by the 
Trustees, acting at the direction of the Firm. The 
Investment Group Annuity Contracts authorize the 
Trustees to designate certain accounts maintained 
by the Insurance Company for the investment of 
funds deposited pursuant to such contracts; 
however, the Insurance Company exercises 
absolute discretion over the portfolio investments of 
such accounts. Amounts deposited in such 
Insurance Company accounts are commingled with 
funds deposited by other investors; earnings and 
losses for each account are allocated 
proportionately among the participating depositors, 
and the Insurance Company does not guarantee any 
depositor’s rate of return. 


Applicant may direct the transfer of Plan assets held 
by the Trustees or the Insurance Company to the 
other entity. In addition, participants who have 


completed 15 years of service and are over 50 years 
of age may elect to convert their Plan assets 


accounts into a _ participant annuity contract 
selected by each electing participant. Following 
each such election, the Firm makes all future 
contributions on behalf of the electing participant to 
his or her respective participant annuity contract. 


A participant’s voluntary contributions to the Plan 
are invested at his or her election, (a) entirely in a 
mutual fund selected by the participant, (b) entirely 
in a pooled equity fund of The Bank of California, 
National Association, (c) entirely in accounts offered 
by banks and savings and loan associations to their 
regular customers, (d) entirely in United States 
Treasury notes, bills or bonds, or (e) in some 


combination of (a) through (d) as approved by the 
Applicant. 


The present Trustees of the Plan are five individuals 
who are all partners of the Firm. The Firmisthe “plan 
sponsor,” the “plan administrator” and the named 
fiduciary, as such terms are used in ERISA, with 
authority to control and manage the operation of the 
fund. The Firm’s authority is presently being 
exercised by a committee of four partners. As plan 
sponsor and administrator, the Firm is responsible 
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for all matters relating to funding, eligibility, 
entitlement to benefits, actuarial determinations 
and accounting functions in connection with the 
Plan. The Trustees and the Insurance Company are 
fiduciaries with respect to the Plan. 


As an employee pension benefit plan within the 
meaning of ERISA, the Plan is subject to ERISA’s 
reporting and disclosure requirements. No 
promotional materials have been sent with respect 
to the Group Annuity Contracts except to the Firm. 


Ill. Discussion 


Applicant contends that if it’s business were 
organized in corporate form, interests and 
participations in the Plan would be exempt from 
registration pursuant to Section 3(a)(2) of the Plan. It 
is only because of the participation of “employees” 
within the meaning of Section 401(c)(1) of the Code 
that the exemption is not available. 


Applicant also contends that the Plan does not 
present the risks associated with the sale of interests 
or participations in multi-employer plans by 
financial institutions with which Congress was 
primarily concerned when it drafted Section 3(a)(2). 
The Plan covers partners and employees of a single 
firm, and is not a master or prototype plan designed 
to be marketed by a promoter to unrelated, self- 
employed persons. 


Applicant states that it exercises substantial 
administrative responsibilities in connection with 
the Plan and the Plan is of substantial size. Since the 
Firm is engaged in furnishing legal services of atype 
which necessarily involve financially sophisticated 
and complex matters, Applicant believes it is able to 
protect its interests and those of Plan participants. 
Further, the Plan is subject to the fiduciary standards 


and the full reporting and disclosure requirements 
of ERISA. 


Applicant concludes that for the foregoing reasons, 
the granting of an exemption under Section 3(a)(2) 
for interests or participations in the Plan is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 25, 1980, 
submit to the Commission in writing a request for a 
hearing on the application accompanied by a 
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statement of the nature of his or her interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he or she 
may request to be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail upon Applicant at the address stated above. 
Proof of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. An order 
disposing of the matter will be issued as of course 
following February 25, 1980, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notice or order issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES ACT OF 1933 
Release No. 6186/January 30, 1980 


In the Matter of 


ROSS, HARDIES, O’KEEFE, BABOCK & PARSONS 
PROFIT-SHARING RETIREMENT PLAN FOR 
LAWYERS 

One IBM Plaza - Suite 3100 

Chicago, Illinois 60611 


(18-68) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 3(a)(2) OF THE ACT FOR AN ORDER 
EXEMPTING FROM THE PROVISIONS OF SECTION 5 
OF THE ACT INTERESTS OR PARTICIPATIONS 
ISSUED IN CONNECTION WITH THE ROSS, 
HARDIES, O’KEEFE, BABOCK & PARSONS PROFIT- 
SHARING RETIREMENT PLAN FOR LAWYERS 


NOTICE IS HEREBY GIVEN that the law firm of Ross, 
Hardies, O’Keefe, Babcock & Parsons (“Applicant” 
or the “Firm’”), an Illinois partnership, has, by letters 
dated December 7, 1979, December 27, 1979, and 
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January 16, 1980, applied for an exemption from the 
registration requirements of the Securities Act of 
1933 (“Act”) for any participations or interests 
issued in connection with the Ross, Hardies, 
O'Keefe, Babcock & Parsons Profit-Sharing 
Retirement Plan for Lawyers (the “Plan’). All 
interested persons are referred to these documents, 
which are on file with the Commission, for the facts 
and representations contained therein, which are 
summarized below. 


|. Introduction 


The Plan covers all of Applicant’s partners and 
associate lawyers, of whom there were 31 and 39, 
respectively, participating in the Plan as of 
December 1, 1979. 


The Plan is an “H.R. 10” plan, which covers persons 
(in this case the Firm’s partners) who are 
“employees” within the meaning of Section 
401(c)(1) of the Internal Revenue Code of 1954, as 
amended (the “Code”). Therefore, even though the 
Plan is qualified under Section 401 of the Code, the 
exemption provided by Section 3(a)(2) of the Act is 
inapplicable to interests in the Plan, absent an order 
of the Commission issued under Section 3(a)(2). 


In relevant part, Section 3(a)(2) provides that the 
Commission may exempt from the provisions of 
Section 5 of the Act any interest or participation 
issued in connection with a pension or profit-sharing 
plan which covers employees, some or all of whom 
are employees within the meaning of Section 
401(c)(1) of the Code, if and to the extent that the 
Commission determines this to be necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 


fairly intended by the policy and provisions of the 
Act. 


I. Description and Administration of the Plan 


Applicant states that the Plan was adopted on 
December 31, 1970, and was amended and restated 
effective January 1, 1976, inorder to comply with the 
Employee Retirement Income Security Act of 1974 
(“ERISA”). An additional amendment was adopted 
effective January 1, 1979, to authorize the use of 
investment managers. The Internal Revenue Service 
has issued a ruling that the Plan, as amended and 
restated effective January 1, 1976, qualifies under 
Section 401 of the Code. The Plan is an employee 
profit-sharing plan subject to the fiduciary standards 
and to the full reporting and disclosure 
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requirements of ERISA. The Applicant has the power 
to amend the Plan. No amendment, however, may 
reduce any interest that is vested in any participant 
or beneficiary, and no amendment may cause or 
permit any portion of the Plan’s assets to revert to or 
become the property of the Applicant. 


The Plan is administered by an Administrative 
Committee (the ‘“Committee’’) consisting of 
designated partners of the Firm. The Committee has 
overall authority and responsibility for the day-to-day 
administration of the Plan and authority to interpret 
and construe the Plan, including the authority to 
determine all questions of eligibility, status, and 
rights under the Plan. The assets of the Plan are held 
in trust for the exclusive benefit of the participants 
and their beneficiaries. Continental Illinois National 
Bank and Trust Company of Chicago, Illinois, acts as 
Trustee for the Plan under a Trust Agreement, as 
amended (the “Trust Agreement”). Stein Roe & 
Farnham, investment counselors, have been 
appointed investment managers pursuant to the 
terms of the 1979 amendment to the Plan and, as 
such, are responsible for the investment of funds 
contributed to the Plan, subject only to any 
limitations or restrictions imposed in writing by the 
Committee as a “named fiduciary” under Section 
402(a)(2) of ERISA. 


The Applicant makes annual contributions out of its 
current earnings and profits based on a percentage 
of all participants’ compensation for the fiscal year. 
The Applicant's contribution cannot exceed seven 
percent of the total compensation of each 
participant. In addition, each participant may make 
voluntary contributions in an amount not exceeding 
ten percent of his or her compensation for the fiscal 
year. Participants may withdraw their voluntary 
contributions at any time. 


Ill. Discussion 


Applicant contends that were the Firm a corporation, 
rather than a partnership, interests or participations 
issued in connection with the Plan would be exempt 
from registration under Section 3(a)(2) of the Act, 
because no person who would be an “employee” 
within the meaning of Section 401(c)(1) of the Code 
would participate in the Plan. Applicant argues that 
the mere fact that it conducts its business as a 
partnership rather than as a corporation should not 
result in a requirement that interests in the Plan be 
registered under the Act. 
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Applicant also maintains that were the Firm's 
partners not permitted to participate in the Plan, the 
interests or participations issued in connection with 
the Plan would be exempt under Section 3(a)(2) 
since no other persons covered by the Plan would be 
“employees” within the meaning of Section 
401(c)(1) of the Code. Applicant argues that there is 
no valid basis for a contrary result merely because 
the Plan also covers partners in the Firm. 


Applicant also argues that the Plan covers only 
partners and associate lawyers of the Firm, who are 
professionals generally sophisticated in 
investments and financial analysis and as a result 
thereof, and as a result of the administrative control 
of the Plan maintained by the Applicant and 
mandated by ERISA, the Applicant and the Plan’s 
participants are able to protect adequately the 
interests of all participants in the Plan. 


Finally, Applicant argues that the characteristics of 
the Plan are essentially typical of those maintained 
by many single corporate employers and that 
Congress is drafting Section 3(a)(2) of the Act 
intended to prevent the sale, without registration, of 
interests in mass-marketed plans offered by 
financial institutions to self-employed persons who 
might not be able to protect adequately their 
interests and the interests of participating 
employees. Applicant argues that its Plan is not such 
a prototype or master plan marketed by a financial 
institution. - 


For all of the foregoing reasons, Applicant believes 
that the Commission should issue an order finding 
that an exemption from the provisions of Section 5 of 
the Act for interests or participations issued in 
connection with the Plan is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 25, 1980, at 
5:30 P.M., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement of the nature of his or 
her interest, the reasons for such a request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he or she may request to be notified 
if the Commission shall order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon Applicant 
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at the address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. An order disposing of the matter will be 
issued as of course following February 25, 1980 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of 
further developments in this matter, including the 
date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES ACT OF 1933 
Release No. 6187/January 31, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16547/January 31, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11032/January 31, 1980 


PROPOSED AMENDMENTS TO TENDER OFFER 
RULES 


EXTENSION OF COMMENT PERIOD 
ACTION: Extension of comment period. 


SUMMARY: The Commission has extended from 
February 1, 1980, to February 15, 1980, the date by 
which comments must be submitted with respect to 
proposed amendments to new Regulations 14D and 
14E pertaining to tender offers and the proposed 
recission of Rule 10b-13. 


DATE: Comments must be received on or before 
February 15, 1980. 


ADDRESS: Comments should be submitted in 
triplicate to George A. Fitzsimmons, 500 North 
Capitol Street, Washington, D.C. 20549. Comment 
letters should refer to File No. S7-812. All comments 
received will be available for public inspection and 
copying in the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 20549. 
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FOR FURTHER INFORMATION CONTACT: John 
Huber or Scott Cooper (202-272-2589), Office of 
Disclosure Policy, Division of Corporation Finance, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: In Release Nos. 
33-6159, 34-16385 and IC-10959 (November 29, 
1979) [44 FR 70349], the Commission published for 
comment amendments to new Regulations 14D and 
14E pertaining to tender offers and a proposed 
recission of Rule 10b-13. If adopted, these proposals 
would provide a definition of the term “tender offer,” 
require equal treatment of security holders in the 
context of tender offers, establish certain antifraud 
provisions concerning trading by certain persons on 
the basis of material, non-public information 
relating to a tender offer, and prohibit certain 
purchases not made by means of a tender offer. The 
proposals are applicable to any tender offer and 
would implement and augment the present statutory 
requirements. 


The Commission has received requests from 
interested members of the public for an extension of 
the comment period. In view of these requests, the 
Commission has extended the comment period until 
February 15, 1980, to allow additional time for 
interested persons to complete their consideration 
of the proposals. 


Comment letters received after the termination of 
the comment period as extended may be considered 
in the discretion of the Commission. However, 
because of the timetable anticipated by the 
Commission and the necessity for prompt 
rulemaking action, there can be no assurance that 
late comment letters will in fact be considered inthis 
rulemaking procedure. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16531/January 25, 1980 


The Securities and Exchange Commission today 
granted the application of the American Stock 
Exchange, Inc. (““Amex’),! pursuant to the terms of 
the voluntary moratorium on expansion of 
standardized options trading,’ to begin trading put 
and call options on the common stock of Natomas 
Company (“Natomas”). The Amex intends to begin 
trading in Natomas options on Monday January 28, 
1980. Natomas options replace put and call options 
on the common stock of Reserve Oil and Gas 
Company (‘Reserve’) which has been delisted 
involuntarily by the Amex as a result of the merger of 
Reserve into Getty Oil Company. Amex, by earlier 
application, had intended to list options on the 
common stock of Caesar's World, Inc. to replace 
Reserve options.* Amex’s application to list Natomas 
options supersedes that application. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16532/January 25, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE OPTIONS CLEARING CORPORATION 
(“OCC”) (File No. SR-OCC-80-2) 


The Options Clearing Corporation submitted on 
January 15, 1980 a proposed rule change under 
Rule 19b-4 to permit OCC to offset the value of 
certain exercised long positions carried by clearing 
members in customers and firm non-lien accounts 
against the value of assigned short positions in the 
same accounts for the purpose of calculating the 
margin to be required by OCC. 





‘See letter dated January 25, 1980 from Howard A. 
Baker, Assistant Vice President, Options Division, 
Amex, to Gene Carasick, Assistant Director, Division 


of Market Regulation, Securities and Exchange 
Commission. 


“See Securities Exchange Act Release Nos. 14991 
(July 25, 1978) and 15026 (August 3, 1978). 


‘See Securities and Exchange Act Release No. 
16490 (January 14, 1980). 
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Publication of the submission is expected to be 
made in the Federal Register during the week of 
January 28, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-OCC-80-2. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16533/January 28, 1980 


In the Matter of 


PACIFIC STOCK EXCHANGE INCORPORATED 
301 Pine Street 


San Francisco, California 94104 
(SR-PSE-77-36) 
ORDER APPROVING PROPOSED RULE CHANGE 


On December 12, 1977, the Pacific Stock Exchange 
Incorporated (“PSE”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’”) and Rule 19b-4 thereunder, copies of a 
proposed rule change to amend PSE Rule VI, on the 
last day of trading in expiring options series 
commencing at 12:00 p.m. (P.S.T.). 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-14278, 
December 15, 1977) and by publication in the 
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Federal Register (42 FR 63983, December 12, 
1977). All written statements with respect to the 
proposed rule change which were filed with the 
Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person were considered and 
(with the exception of those statements or 
communications which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552) were made available to the public at the 
Commission's Public Reference Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. 
Secretary 


Fitzsimmons 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16534/January 28, 1980 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


(SR-CBOE-77-28) 
ORDER APPROVING PROPOSED RULE CHANGE 


On September 11, 1978, the Chicago Board Options 
Exchange, Incorporated (“CBOE”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78(s)(b)(1) (the “Act’) and Rule 19-4 thereunder, 
copies of a proposed rule change to amend its Rule 
5.5 to permit CBOE to utilize a closing rotation onthe 
last day of trading in expiring options series 
commencing at 2:00 p.m. (C.S.T.). 
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Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-14277, 
December 15, 1977) and by publication in the 
Federal Register (42 FR 63976, December 12, 
1977). All written statements with respect to the 
proposed rule change between the Commission and 
any person were considered and (with the exception 
of those statements or communications which may 
be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552) were made available to 
the public at the Commission’s Public Reference 
Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6, and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. 
Secretary 


Fitzsimmons 
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SECURITIES EXCHANGE ACT OF 1934 
Release No 16535/January 28, 1980 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex- 78-6) 
ORDER APPROVING PROPOSED RULE CHANGE 


On February 22, 1978, the American Stock 
Exchange, Inc. (“Amex”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act”) and Rule 19b-4 its Rules 903 and 917 to 
permit Amex to utilize trading rotations at the 
opening of trading each day and at the close of 
trading on the last day of trading in expiring options 
series.! 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-14550, 
March 10, 1978) and by publication in the Federal 
Register (43 FR 11625, March 20, 1978). All written 
statements with respect to the proposed rule change 
which were filed with the Commission and all written 
communications relating to the proposed rule 
change between the Commission and any person 
were considered and (with the exception of those 
statements or communications which may 
be withheld from the public in accordance with the 
provisions of 5 U.S.C. §522) were made available to 
the public at the Commission’s Public Reference 
Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6, and the 
rules and regulations thereunder. 





‘The proposed rule change also would have 
authorized daily closing rotations. On January 23, 
1980, the Amex filed an amendment with the 
Commission deleting reference to daily closing 
rotations. 


426/SEC DOCKET 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16536/January 28, 1980 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-78-6) 
ORDER APPROVING PROPOSED RULE CHANGE 


On March 15, 1978, the Midwest Stock Exchange, 
Incorporated (“MSE”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78 (s)(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change to amend its Rule 6 of Article 
XLI to permit the MSE members to utilize closing 
rotations on the last day of trading in expiring options 
series commencing at 2:00 p.m. (C.S.T.). 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-14623, 
March 31, 1978) and by publication in the Federal 
Register (43 FR 15821, April 14, 1978). All written 
statements with respect to the proposed rule change 
which were filed with the Commission and all written 
communications relating to the proposed rule 
change between the Commission and any person 
were considered and (with the exception of those 
statements or communications which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §522) were made available to 
the public at the Commission’s Public Reference 
Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
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Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 

George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16537/January 28, 1980 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


(SR-Phix-78-6) 
ORDER APPROVING PROPOSED RULE CHANGE 


On May 3, 1978, the Philadelphia Stock Exchange, 
Inc. (“Phix”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 
19b-4 thereunder, copies of a proposed rule change 
to amend its Rules 1047 and 1012 to permit Phix to 
utilize trading rotations in options at the opening of 
each business day and at the close of trading on the 
last day of trading in expiring options commencing 
at 3:00 p.m. Eastern time. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-14789, 
May 22, 1978, and by publication in the Federal 
Register (43 FR 23067, May 30, 1978). On 
September 27, 1978 the Phix filed an amendment 
with the Commission to delete that portion of SR- 
Phix-78-6 which would have authorized daily closing 
rotations. All written statements with respect to the 
proposed rule change which were filed with the 
Commission and all written communications 
relating to the proposed rule change between the 
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Commission and any person were considered and 
(with the exception of those statements or 
communications which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§522) were made available to the public at the 
Commission’s Public Reference Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6, and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 


Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16538/January 28, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-80-2 


The New York Stock Exchange, Inc. (“NYSE”) 
submitted on January 7, 1980, a proposed rule 
change under Rule 19b-4 which would amend 
Article IX, Section 1(b) of the NYSE Constitution to 
limit the potential number of NYSE physical access 
annual members to two, the number which existed 
prior to August 31, 1979. The Constitution presently 
provides for such number of physical access 
members as the Board of Directors determines, 
consistent with available physical floor space and 
facilities. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
January 28, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. The 
Commission is especially interested in receiving 
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views on whether the proposal is consistent with the 
stated purposes and goals of the Securities 
Exchange Act (“Act”) and whether it will impose any 
burden on competition. Persons desiring to make 
written comments should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. References should be 
made to File No. SR-NYSE-80-2. 


Copies of the submission, all subsequent 
amendmerts, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W. Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16539/January 28, 1980 


NOTICE OF FILING OF AMENDMENTS TO 
PROPOSED RULE CHANGES BY THE PHILADEL- 
PHIA STOCK EXCHANGE, INC. 


File No. SR-Phlx- 79-7 


The Philadelphia Stock Exchange, Inc. (“PhIx”) 
submitted on January 21, 1980, amendments to 
proposed rule changes previously filed under Rule 
19b-4 in response to certain recommendations of 
the Commission's Special Study of the Options 
Markets.! 


Publication of the submission is expected to be 
made in the Federal Register during the week of 





‘Notice of filing of the proposed rule changes was 
given by publication of a Commission release 
(Securities Exchange Act Release No. 16253, 
October 5, 1979) and by publication in the Federal 
Register (44 FR 59692, October 16, 1979). 
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January 28, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
changes or institute proceeding to determine 
whether the proposed rule changes should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Phix-79-7. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule changes which are filed with the 
Commission, and of all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provision of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D. C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16540/January 29, 1980 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


(SR-CBOE-79-10) 
ORDER APPROVING PROPOSED RULE CHANGE 


On September 13, 1979, The Chicago Board Options 
Exchange, Incorporated (“CBOE”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 USC. 
78(s)(b)(1) (the “Act”) and Rule 19b-4 thereunder, 
copies of a proposed rule change which amends 
Interpretation .05 of CBOE Rule 8.9 to eliminate the 
prohibition against transactions between 
participants in a joint account.! On January 28, 
1980, CBOE filed an amendment in the Commission 
which limits the effectiveness of the proposed rule 
change to a six month period commencing February 
1, 1980 and ending on July 31, 1980. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16288, 
October 22, 1979) and by publication in the Federal 
Register (44 FR 62106, October 29, 1979). All 
written statements with respect to the proposed rule 
change which were filed with the Commission and all 
written Communications relating to the proposed 
rule change between the Commission and any 
person were considered and (with the exception of 
those statements or communications which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552) were made available to 
the public at the Commission’s Public Reference 
Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 





‘Joint account participants, however, still may not 
effect transactions with the joint account in which 
they are participating. 
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particular, the requirements of Section 6, and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16541/January 29, 1980 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


(SR-CBOE-79-13) 
ORDER APPROVING PROPOSED RULE CHANGE 


On November 28, 1979, the Chicago Board Options 
Exchange, Incorporated (“CBOE”) filed with the 
Commission, pursuant to 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change to permit floor brokers, board 
brokers and order book officials holding options 
orders to sell at the market to convert such orders to 
limit orders to sell at 1/16th where the public limit 
order book is displaying sell orders at a price of 
1/16th, without resubmitting the order to the 
originating member firm office. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16429, 
December 17, 1979) and by publication in the 
Federal Register (44 FR 76897, December 28, 
1979). All written statements with respect to the 
proposed rule change which were filed with the 
Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person were considered and 
(with the exception of those statements or 
communications which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552) were made available to the public at the 
Commission's Public Reference Room. 
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The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be and it hereby is approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. 
Secretary 


Fitzsimmons 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16542/January 29, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-80-1 


The American Stock Exchange, Inc. (“Amex”) 
submitted on January 17, 1980, a proposed rule 
change under Rule 19b-4 to amend Section 122, 
Part | of the Amex Company Guide to recommend 
that listed companies have at least two independent 
directors. Independent directors would be defined 
as persons who, in the view of the company’s board 
of directors, are free of any relationships that would 
interfere with the exercise of independent judgment. 
Section 122 also would recommend that every listed 
company establish and maintain an audit 
committee composed solely of independent 
directors. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
February 4, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
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Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-80-1. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16543/January 29, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INCORPORATED 


File No. SR-MSE-79-20 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on November 5, 1979 a proposed rule 
change under Rule 19b-4. The change would amend 
certain rules of the MSE, including qualification 
rules and financial responsibility rules, purportedly 
to facilitate the periodic examination of members 
pursuant to agreements now in effect for that 
purpose with other stock exchanges and the 
National Association of Securities Dealers, Inc. 
(“NASD”). Certain unique MSE rules would be made 
clearly applicable only to those members for which 
the MSE is the designated examining authority and 
certain differences between MSE rules and these of 
other exchanges and the NASD would be eliminated. 
In addition, the proposed rule change would amend 
Article X, Rule 3 of the MSE Rules to include 
language excluded from a previous amendment to 
this rule in order to comply with the Federal Reserve 
Board’s margin rules. 
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Publication of the submission is expected to be 
made in the Federal Register during the week of 
February 4, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-79-20. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16544/January 29, 1980 


In the Matter of 

THE CINCINNATI STOCK EXCHANGE 

209 Dixie Terminal Building 

Cincinnati, Ohio 45202 

(SR-CSE-79-5) 

ORDER APPROVING PROPOSED RULE CHANGE 


On November 20, 1979, the Cincinnati Stock 
Exchange (“CSE”) filed with the Commission, 
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pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change which would amend Article IV, 
Section 2 of the CSE By-Laws to clarify that the 
extension of unlisted trading privileges in a 
particular security on the CSE is subject to approval 
by the Commission. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16441, 
December 19, 1979) and by publication in the 
Federal Register (44 FR 76898, December 12, 
1979). No comments were received with respect to 
the proposed rule filing. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to a national securities exchange, and in 
particular, the requirements of Section 6 and 12(f) 
and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16545/January 30, 1980 


The Securities and Exchange Commission 
announced pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”) 
the single ten day suspension of exchange and over- 
the-counter trading for the period commencing at 
2:30 p.m. (EST) on January 30, 1980 and 
terminating at midnight (EST) on February 8, 1980 
of the securities of Union Petrochemical Corp. of 
Nevada (“UPC”) a Nevada corporation with principal 
executive offices located in Wichita Falls, Texas. 


The suspension was ordered because of an apparent 
lack of adequate and accurate public information 
concerning UPC’s financial condition, and in view of 
the recent unusual and unexplained market activity 
in the securities of UPC. 


The Commission cautions broker-dealers, 
shareholders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless and 
until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with 
said rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider 
the need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16546/January 30, 1980 


In the Matter of 
ANTHONY M. NATELLI 


ORDER GRANTING APPLICATION FOR 
REINSTATEMENT TO PRACTICE BEFORE THE 
COMMISSION 


On December 27, 1974, Mr. Anthony M. Natelli, a 
partner of Peat, Marwick, Mitchell & Co., was 
suspended pursuant to Rule 2(e)(2) of the 
Commission's Rules of Practice from appearing and 
practicing before the Commission. This automatic 
suspension was a result of a judgment of conviction 
for violating the federal securities laws in connection 
with the filing of a proxy statement on behalf of 
National Student Marketing Corporation. The 
activities which led to his conviction took place in 
196° and are described in more detail in the court's 
opinion affirming his conviction. United States v. 
Natelli, 527 F.2d 311 (2d Cir., 1975), cert. denied, 
425 U.S. 934 (1976). Mr. Natelli thereafter, without 
admitting or denying the allegations of the 
Commission’s complaint in a civil case arising out of 
the same and other facts, consented to the entry of a 
judgment of permanent injunction enjoining certain 
violations of the federal securities laws. 


On October 9, 1979, Mr. Natelli filed an application 
for reinstatement of his privilege to appear and 


practice before the Commission, having been 
reinstated as a Certified Public Accountant in New 
Jersey and the District of Columbia and reinstated as 
a member of the District of Columbia Society of 
Certified Public Accountants and the American 
Institute of Certified Public Accountants. 


As part of his application Mr. Natelli represented 
that, if his application were granted and he were to 
resume practice before the Commission, he would 
participate in a regular program of peer review 
designed to provide reasonable assurance that 
auditing and accounting work performed by him 
meets applicable professional standards. He also 
agreed that should his resumption of practice be 
through association with a professional firm, he 
would make his best efforts to assure that the firm 
participated in such a peer review program. 


The Commission having considered the matter, it is 
hereby 
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ORDERED that the application of Anthony M. Natelli 
for reinstatement of his privilege of appearing and 
practicing before the Commission be, and it hereby 
is, granted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16547/January 31, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6187/January 31, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16548/January 31, 1980 


In the Matter of 


ISC FINANCIAL CORPORATION 
3100 Broadway 
Kansas City, Missouri 61414 


ORDER INSTITUTING PROCEEDINGS PURSUANT 
TO SECTION 15(c)(4) OF THE SECURITIES 
EXCHANGE ACT OF 1934, AS AMENDED, AND 
FINDINGS AND ORDER OF THE COMMISSION 


The Commission deems it appropriate and in the 
public interest that proceedings pursuant to Section 
15(c)(4) of the Securities Exchange Act of 1934 
(“Exchange Act”) [15 U.S.C. 780(c)], be instituted 
with respect to ISC Financial Corporation (“ISC”) to 
determine whether certain filings by ISC with the 
Commission failed to comply in any material respect 
with provisions of Section 13(a) of the Exchange Act 
and the Rules and Regulations promulgated 
thereunder. Simultaneously with the institution of 
these proceedings, ISC has submitted an Offer of 
Settlement for the purposes of disposing of the 
issues raised in these proceedings. Under the terms 
of its Offer of Settlement, ISC consents to the Facts, 
Findings and Order solely for the purposes of these 
proceedings and without admitting or denying any of 
the Facts or Findings set forth herein. 
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The Commission has determined that it is 
appropriate and in the public interest to accept this 
Offer of Settlement by ISC and accordingly is issuing 
this Order. 


| FACTS 


ISC Financial Corporation (“ISC”) is a holding 
company, incorporated in the state of Delaware in 
1968, with its principal place of business at 3100 
Broadway, Kansas City, Missouri. The common 
stock of ISC is registered with the Commission 
pursuant to Section 12(b) of the Exchange Act [15 
U.S.C. 781(b)], and has been traded on the 
American Stock Exchange and the Pacific Coast 
Exchange. Other securities of ISC are or have been 
registered with the Commission pursuant to Section 
12(g) of the Exchange Act [15 U.S.C. 781(g)]. 


On or about September 7, 1977, ISC caused a 
voluntary petition under Chapter XI of the 
Bankruptcy Act (“Bankruptcy petition”) to be filed in 
the United States District Court for the Western 
District of Missouri. ISC is currently under the 
direction of a Receiver for the debtor in possession, 
who was appointed by the Bankruptcy Court on or 
about September 27, 1977. The facts alleged in this 
Order occurred prior to the appointment of the 
Receiver. Prior to the filing of the Bankruptcy 
petition, the subsidiaries of ISC had engaged 
primarily in the insurance, savings and loan and 
consumer finance businesses. The principal 
insurance subsidiary of ISC, Old Security Life 
Insurance Company (“Old Security”), was placed in 
conservatorship by the State of Missouri on or about 
September 7, 1977, simultaneously with ISC’s filing 
of the Bankruptcy petition. ISC has filed with the 
Commission at its offices in Washington, D.C. 
periodic reports pursuant to Section 13(a) of the 
Exchange Act and the rules thereunder, including an 
Annual Report on Form 10-K filed on July 29, 1976 
for the fiscal year ended April 30, 1976. (“ISC’s 1976 
10-K”).! 





‘In addition on February 19, 1976, ISC filed a 
registration statement with the Commission on Form 
S-7 for the sale of $12 million in Series “E” 
subordinated notes. Between April 27, 1976 and 
August 31, 1976, ISC sold more than $7 million 
worth of these notes, which were sold in $500 
denominations. 
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Il REINSURANCE 


Beginning in 1975, Old Security, ISC’s principal 
insurance subsidiary, increased its involvement ina 
reinsurance practice known as “fronting.” Under 
this practice, Old Security would write group 
insurance contracts which were produced by certain 
other insurance companies (“reinsurers”). Old 
Security would then immediately reinsure all or 
substantially all of the insurance into the reinsurer 
which produced the business. Old Security, 
however, remained primarily liable on the insurance 
obligations to the policyholders and thus faced a 
material liability if the reinsurers failed to pay the 
claims. 


Certain of the reinsurers with which Old Security did 
business were smaller companies which were 
licensed to do business in only several states and 
which proved to be financially unsound. In their 
dealings with Old Security these reinsurers 
exercised authority for underwriting the insured risk, 
collecting and managing the premium funds, paying 
claims and handling all other aspects of the 
administration of the insurance business. Old 
Security and ISC did not have adequate controls or 
safeguards over the disposition of the premium 
funds and reserves handled by these reinsurers, 
although the contractual agreements permitted 


them full access to the books and records of the 
reinsuring companies. 


By the beginning of 1976, the volume of reinsurance 
business being done by Old Security with these 
companies started to increase significantly. (As of 
December 31, 1975, Old Security’s insurance 
business involved a total of $43.7 million in 
premiums, of which $23.1 million was reinsured into 
other companies.) By April 30, 1976, Old Security's 
fronting business with several of these reinsurers 
amounted to more than $8 million; by July 31, 1976, 
the amount of such business had increased to more 
than $22 million, and by year end, 1976, the total 
premiums written and reinsured pursuant to these 
fronting arrangements exceeded $40 million. 


During this time period the persons who controlled 
several of the reinsuring companies included 
Joseph Hauser of Beverly Hills, California, and his 
associates who were instrumental in securing labor 
union group contracts to be written by Old Security.” 
The Hauser group, however, misappropriated 
substantial portions of the insurance premiums 
related to this reinsurance business, including a 
$1.5 million diversion of funds in May of 1976, from 
a bank account jointly owned by Old Security and 
one of the reinsuring companies controlled by 
Hauser and his associates. Subsequent to this 
diversion Old Security was assigned two promissory 
notes with a total face value of $2.2 million, backed 





“The Hauser group’s activities were the focus of a 
Congressional investigation by the Permanent 
Subcommittee on Investigations of the Committee 
On Governmental Affairs in 1977. This inquiry 
revealed that during a three year period, 1973-76, 
the Hauser group collected more than $39 million in 
insurance premiums, of which more than $13 
million is unaccounted for. See Labor Union 
Insurance Hearings Before the Permanent 
Subcommittee on Investigations of the Committee 
on Governmental Affairs, United States Senate, 
Ninety-Fifth Congress, Part 1 at p. 12 (Statement of 
Donald W. Grey, Investigator, October 10, 1977). 


Hauser and his associates were enjoined from 
violating the antifraud provisions of the federal 
securities laws on December 12, 1976, for conduct 
arising out of the reinsurance business done with 
Old Security and their control of several reinsurers. 
S.E.C. v. National Pacific Corporation, et al.,C.A. No. 
76-1784 (D.D.C. 1976). Subsequently, Bankruptcy 
Judge Roger M. Whelan, who was appointed as 
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Special Master in the above captioned proceeding, 
rendered a report to U.S. District Court Judge 
Charles R. Richey, recommending that the Court 
enter a judgment against Hauser, three of his 
associates and an insurance agency with which they 
were associated, in the amount of $3.9 million. This 
amount involved insurance funds which had been 


misappropriated and diverted from insurance 
business originally written through Old Security and 
ultimately reinsured into National American Life 
Insurance Company, Baton Rouge, Louisiana. On 
August 6, 1979, Judge Richey entered an order fora 
judgment against Hauser and his associates in the 
amount recommended by the Special Master. 


Hauser has recently pleaded guilty in United States 
District Court for the District of Arizona to one count 
under the Racketeer Influenced and Corrupt 
Organizations Statute (“RICO”), one count of 
conspiring to violate RICO, and one count of 
receiving and disbursing stolen property through 
interstate commerce. 
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by two mortgages on condominium properties in 
Hallandale, Florida, as substitution for the $1.5 
million which had been misappropriated. These 
notes proved to be worthless, having been satisfied 
prior to the assignment to Old Security. 


In addition, in June of 1976, Old Security advanced 
approximately $740,000 to one of the reinsurers 
controlled by the Hauser group when that company 
reportedly experienced a “cash deficiency.” This 
deficiency actually was the result of other diversions 
and misappropriations by the Hauser group of 
substantial sums of premium funds which had been 
paid by various insured labor groups. 


By July of 1976 the Hauser group had acquired 
control of a Louisiana based insurance company and 
Old Security, in an attempt to remove itself from this 
insurance business, executed a reinsurance and 
assumption agreement with this Louisiana 
company. None of the insured groups, however, had 
either agreed to the assumption arrangement or 
granted Old Security a novation. Shortly thereafter, 
the Teamsters Central States, Southeast and 
Southwest Areas Health and Welfare Fund, which 
had awarded Old Security a $24 million premium 
per-year insurance contract in May, 1976, sued both 


Old Security, the reinsuring companies controlled by 
the Hauser group and the principals of those 


companies, including several officials of Old 
Security, in connection with the reinsurance 
arrangements and the diversions of premium funds 
by the Hauser group. The filing of this lawsuit, during 
the pendency of which Old Security’s exposure to 
losses from these reinsurance practices became 
publicly known, preceded a decline in the financial 
stability of both ISC and Old Security. The lawsuit 
currently is in abeyance as a result of the bankruptcy 
proceedings involving ISC. 


As a result of its reinsurance arrangements with Mr. 
Hauser group of companies, Old Security faced 
substantial liabilities to the policy holders which 
were unsupported by the premiums which had been 
collected or by the reserves which should have been 
maintained to meet future claims. ISC’s 1976 10-K 
for the period ended April 30, 1976, contained a one- 
sentence statement regarding its reinsurance 
business and a footnote to ISC’s consolidated 
financial statements generally describing ISC’s 
reinsurance business, including the amount ceded 
for reinsurance. Neither the statement in the Form 
10-K nor the footnote to the financial statements 
described the nature of the reinsurance 
arrangements involving the Hauser group or the 
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specific risks to ISC associated with these 
arrangements. These were the only descriptions of 
the company’s reinsurance business contained in 
the 1976 10-K. The financial statements contained 
in ISC’s 1976 10-K made no provision for losses on 
Old Security reinsurance business. However, as of 
the close of the company’s fiscal year on April 30, 
1976, the indicated losses from diversions and 
misappropriations of premium funds related to this 
business were substantial. ISC’s financial 
statements should have contained provision for 
losses of approximately $2 million relative to the 
reinsurance business of Old Security with the 
companies controlled by the Hauser group. 


Moreover, as Old Security’s reinsurance business 
with the companies controlled by the Hauser group 
(as well as its reinsurance business with another 
Arizona company unrelated to the Hauser group) 
escalated after the close of ISC’s 1976 fiscal year, 
the indicated losses from this business likewise 
increased. The Quarterly Reports filed by ISC for the 
first, second and third quarter of the company’s 
1977 fiscal year contained inadequate provisions for 
the losses facing ISC as a result of Old Security's 
reinsurance business. The total losses which 
ultimately resulted from the business were 
approximately $18 million. 


Discontinued Operations 


As indicated above, ISC’s subsidiaries were engaged 
primarily in the insurance, savings and loan and 
consumer finance businesses. Prior to 1976, ISC 
had also operated a number of “non-finance” 
subsidiaries. ln December of 1975, ISC adopted a 
formal plan of disposition for these non-financial 
businesses, several of which had already been sold. 
The adoption of a formal plan of disposition enabled 
ISC to present the operations of these subsidiaries as 
discontinued in the statement of earnings which was 
contained in ISC’s 1976 10-K. This, in turn, resulted 
in the elimination of losses by the non-financial 
subsidiaries from ISC’s continuing operations for the 
fiscal year ended April 30, 1976. 


As of April 30, 1976, the most significant of ISC’s 
discontinued operations was a truck manufacturing 
company called ISCO. The 1976 10-K stated that ISC 
anticipated ‘profitable operations” from ISCO and 
intended to sell ISCO “at no material loss” in fiscal 
1977. Prior to the release of the 1976 financial 
statements ISC had information indicating that ISCO 
was losing money. In order to realize a favorable 
price on its sale, ISC intended to hold ISCO for an 
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indeterminate period of time until its operating 
results improved. ISCO was operated at a loss in 
fiscal year 1977. ISC finally sold the subsidiary in 
January, 1978 at a sales price equal to the book 
value of the assets but partially represented by notes 
which were simultaneously discounted by 
$750,000. This amount was expensed currently and 
is recoverable over the term of the notes. 


Itt FINDINGS 
THE COMMISSION FINDS THAT: 


A. ISC filed with the Commission an Annual Report 
on Form 10-K for the period ended April 30, 1976, 
which failed to meet the requirements of Section 
13(a) of the Exchange Act and the rules and 
regulations promulgated thereunder, in the 
following respects: 


1. ISC failed to disclose material facts concerning 
Old Security's reinsurance transactions and the risk 
posed thereby to ISC; 


2. ISC’s consolidated financial statements materially 
understated liabilities and expenses and materially 
overstated shareholders’ equity and net income 
because of the failure of ISC to record a provision for 
losses on Old Security’s reinsurance business as of 
April 30, 1976; 


3. ISC improperly classified a subsidiary’s 
operations as discontinued in ISC’s statement of 
earnings, thus materially overstating net income 
from continuing operations, and ISC failed to 
disclose its intention to hold the subsidiary until that 
company’s operations became profitable. 


B. ISC filed with the Commission Quarterly Reports 
on Form 10-Q for the first, second and third quarters 
of fiscal year 1977, which failed to meet the 
requirements of Section 13(a) of the Exchange Act 
and the rules and regulations promulgated 
thereunder, in the following respects: 


1. Revised provisions for losses arising out of the 
reinsurance business of Old Security were not made 
in any of the Quarterly Reports; 


2. ISC continued to reflect ISCO’s operations as 
discontinued in each of the Quarterly Reports. 


436/SEC DOCKET 


IV ORDER 


In view of the foregoing, the Commission deems it 
appropriate and in the public interest to accept the 
Offer of Settlement of ISC and accordingly, 


IT IS HEREBY ORDERED that such proceedings be, 
and they hereby are instituted. 


IT IS FURTHER ORDERED that ISC amend the 
reports which have been noted above in accordance 
with the allegations made herein by promptly filing 
therewith this Order together with the Complaint, 
filed by the Commission on July 2, 1979 in the U.S. 
District Court for the District of Columbia, in an 
injunctive action, Securities and Exchange 
Commission v. Hamilton, et al., C.A. No. 79-1704 
(D.D.C.), against certain former officers and 
directors of ISC. 


By the issuance of this Order and subject to ISC’s 
compliance with the terms of this Order, this 
proceeding is concluded. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16549/ January 31, 1980 


NOTICE OF EXTENSION OF COMMENT PERIOD ON 
PROPOSED RULE CHANGE BY THE NATIONAL 
ASSOCIATION OF SECURITIES DEALERS, INC. 


File No. SR-NASD-79-12 


The Securities and Exchange Commission today 
extended the comment period on a proposed rule 
change submitted on October 19, 1979, by the 
National Association of Securities Dealers, Inc. (the 
“NASD”) pursuant to Securities Exchange Act Rule 
19b-4.! The proposed rule change is intended to 
revise and clarify Schedule G, Article XVIII, of the 
NASD By-Laws which sets forth the procedures for 
reporting over-the-counter transaction in listed 
securities that are required to be reported on the 
Consolidated Tape. Publication of notice of the 
proposed rule change was made in the Federal 
Register? on December 20, 1979 and comment 
invited by January 10, 1980. 


In view of the interest expressed by several persons 
to submit comment letters subsequent to that time, 
the Commission believes that an extension of the 
comment period is appropriate. Accordingly, all 
interested persons are invited to submit data, views 
and arguments concerning the proposed rule 
change on or before February 22, 1980. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NASD-79-12. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provision of 5 U.S.C. §553, will be available for 
inspections and copying at the Commission’s Public 





1On January 9, 1980, the NASD also submitted an 
amendment to the filing to clarify certain sections of 
the proposed rule change. 


*Securities Exchange Act Release No. 16426 
(December 14, 1979), 44 F.R. 75542 (December 20, 
1979). 
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Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16550/January 31, 1980 


Orders have been issued granting the applications of 
the following exchanges to strike the common stocks 
of the following companies from listing and 
registration thereon: New York Stock Exchange, Inc.: 
AMCORD, INC. (Par Value $5), PIER 1 IMPORTS, 
INC. (Par Value $.20) and THE TAPPAN COMPANY 
(Par Value $2.50); American Stock Exchange Inc., 
INPROJET CORPORATION (Par Value $1). 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21407/January 25, 1980 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30303 


(70-6401) 


NOTICE OF PROPOSED CHANGE IN UNSECURED 
DEBT LIMITATION AND SOLICITATION OF PROXIES 
IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Georgia Power 
Company (“Georgia”), an electric utility subsidiary 
company of The Southern Company (“Southern”), a 
registered holding company, has filed a declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6(a), 7, and 12(e) of the Act and Rules 62 
and 65 promulgated thereunder as applicable tothe 
following proposed transactions. All interested 
persons are referred to the declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


Georgia states that the terms of its preferred stock, 
as set forth in its Charter, provide that, except for 
limited specified purposes or except with the 
affirmative vote in favor thereof of the holders of at 
least a majority of the shares of the preferred stock at 
the time outstanding, the amount of securities 
representing unsecured indebtedness having 
maturities of less than ten years as defined in the 
Charter (“short-term debt”) which Georgia may 
issue or assume shall not exceed 10% of its other 
capitalization, namely the sum of (a) the total 
principal amount of all bonds and other securities 
representing secured indebtedness issued or 
assumed by Georgia and then to be outstanding and 
(b) the capital and surplus of Georgia (paid-in, 
earned, and other, if any) as stated on its books of 
account. 


Georgia states that on March 5, 1975, the holders of 
a majority of the outstanding preferred stock 
authorized Georgia, until July 1, 1980, to issue or 
assume unsecured short-term debt as above 
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defined in excess of such 10% limitation, provided 
that (a) none of such additional short-term debt 
outstanding on July 1, 1980 shall mature on or after 
January 1, 1981, and (b) the company’s total 
indebtedness represented by unsecured securities 
shall at no time exceed 20% of its other 
capitalization, as above defined. Such action was 
authorized by order of this Commission dated 
January 13, 1975 (HCAR No. 18765). 


Georgia now intends to submit to the holders of its 
outstanding preferred stock a proposal that Georgia 
be authorized, for a further period of 5 years, until 
July 1, 1985, to issue or assume unsecured short- 
term debt in excess of the 10% limitation, provided 
that (a) none of such additional short-term debt 
outstanding on July 1, 1985, shall mature on or after 
January 1, 1986, and (b) the company’s total 
indebtedness represented by unsecured securities 
shall at no time exceed 20% of its other 
capitalization, as above defined. The exercise by 
Georgia of any privilege altering the rights of its 
security holders is subjet to the jurisdiction of this 
Commission. 


Georgia plans to submit the proposed change in its 
unsecured debt limitation to the holders of its 
preferred stock for their approval at a special 
meeting to be held on April 30, 1980. Georgia 
additionally proposes to solicit proxies regarding 
such matter from the holders of its preferred stock. 
The affirmative vote of at least a majority of the 
shares of preferred stock at the time outstanding is 
required by Georgia’s Charter to adopt the proposal. 


Georgia expects to finance its construction program, 
to the extent possible, from the sales of first 
mortgage bonds and preferred stock, from the 
receipt of common equity contributions from The 


Southern Company, from asset sales, from 
arrangements with public authorities for the sale by 
them of revenue bonds, from leasing, and from 
internal sources. It is stated, however, that from time 
to time interim financing by means of short-term 
borrowings may be required during periods when 
Georgia is unable to satisfy the earnings coverage 
requirements contained in its mortgage and Charter 
for the issuance of additional! first mortgage bonds 
and preferred stock; when The Southern Company is 
unable to make sufficient equity contributions; or 
when long-term securities rates are unattractive. 
Accordingly, Georgia believes it is desirable that it 
have maximum flexibility in respect of such 
borrowings, since borrowings in excess of the 10% 
Charter limitation may be required to avoid costly 
disruptions in the company’s construction program. 
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Fees and expenses to be paid or incurred in 
connection with the proposed transactions are 
estimated at $110,000, including a legal fee of 
$20,000, and an accountants’ fee of $5,000. It is 
stated that no state or federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 25, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, 
as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued inthis matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 

PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 

Release No. 21408/January 25, 1980 

In the Matter of 

AMERICAN ELECTRIC POWER COMPANY, INC. 

2 Broadway 

New York, New York 10004 

(70-6404) 


NOTICE OF PROPOSAL THAT HOLDING COMPANY 
ACT AS SURETY FOR SUBSIDIARY 
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NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding 
company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
12(b) and 12(f) of the Act and Rule 45 promulated 
thereunder as applicable to the proposal. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete 
statement of the proposal. 


AEP requests approval of a surety bond in the 
amount of $2,900,000 that is to be posted with the 
Public Service Commission of West Virginia (“State 
Commission”) prior to April 13, 1980, by AEP as 
surety and Wheeling Electric Company (“Wheeling”) 
as principal. 


On November 14, 1979, Wheeling filed with the State 
Commission new increased rates for electric service 
in West Virginia. By order dated December 13, 
1979, the State Commission suspended the 
increase rates until April 30, 1980, pending its 
investigation of such increased rates. The new 
increased rates can be effective on and after April 
13, 1980, subject to the posting by Wheeling of an 
appropriate bond to assure the making of 
appropriate refunds to its customers in the event the 
State Commission’s final order in the proceeding 
should require refunds to be made. It is stated that 
the State Commission has indicated that it would 
permit AEP to become a surety for Wheeling in lieu of 
Wheeling posting the said bond. It is expected that 
the amount of the bond for the new increased rates 
will not exceed $2,900,000, which is equal to the 
estimated additional annual revenue that the new 
increased rates will provide. 


The fees and expenses to be incurred in connection 
with the proposal are estimated at $2,500. The 
public Service Commission of West Virginia has 
authorized the proposal. No other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposal. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 25, 1980 
request in writing that hearing be held on such 
matter stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said declaration which he desires to controvert; or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such.request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
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copy of such request should be served personally or 
by mail upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. Any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to be come effective as provided in Rule 
23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other 
actions as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing !s 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereto. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21409/January 28, 1980 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 


EASTERN EDISON COMPANY 
Brockton, Massachusetts 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 


(70-5388) 


ORDER AUTHORIZING EXTENSION OF BANK 
BORROWING BY SUBSIDIARY 


Eastern Utilities Associates (“EUA”), a registered 
holding company, and its electric utility subsidiaries 
Blackstone Valley Electric Company (“Blackstone”), 
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Eastern Edison Company (“Eastern”) and Montaup 
Electric Company (“Montaup”), have filed with this 
Commission post-effective amendments to their 
application-declaration previously filed and 
amended pursuant to Sections 6(a), 7, 9(a), 10, 
12(b), 12(c) and 12(f) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rules 43(a) and 45 
(a) promulgated thereunder concerning the 
following proposed transaction. 


By prior orders issued in this proceeding, EUA was 
authorized to enter into a series of transactions 
designed to effect the transfer of Blackstone's 
proportionate ownership in the securities of 
Montaup (the EUA system's generating company) to 
Eastern, which now owns all of Montaup’s securities. 


As a part of that reorganization program, Blackstone 
was authorized, by order dated February 19, 1975 
(HCAR No. 18817), to borrow $25,000,000 pursuant 
to a loan agreement with the Chase Manhattan Bank, 
N.A. (“Chase”). Blackstone originally issued its note 
(“Note”) to Chase in said amount, which note bore 
interest at 115% of the prime rate and was to mature 
February 16, 1976. By subsequent orders dated 
February 12, 1976, February 8, 1977, January 17, 
1978, and February 1, 1979 (HCAR Nos. 19386, 
19880, 20402 and 20909), Blackstone was 
authorized to extend the maturity of the Note, in 
each case for approximately one year. The Note next 
matures on January 28, 1980, and presently bears 
interest at a rate per annum equal to 115% of the 
sum of the prime rate plus 4%. The Note is secured 
by a first mortgage on certain properties of 
Blackstone. No compensating balances are 
required in connection with the borrowings. 


By post-effective amendment it is now proposed that 
Blackstone and Chase enter into an amendment to 
their loan agreement, which amendment would (1) 
extend the maturity of the Note to January 27, 1981, 
and (2) change the interest rate to a rate per annum 
equal to the sum of the prime rate plus 2%, with a 
minimum interest rate of 12%. No compensating 
balances will be required in connection with the 
borrowings. Assuming a prime rate of 15.25%, the 
effective interest cost of the borrowings would be 
17.25%. 


It is stated that Blackstone presently contemplates 
the payment of the Note from the proceeds of a 
future debt financing, the undertaking of which is 
felt is to be dependent upon Blackstone’s ability to 
obtain sufficient rate relief. The issuance of such 
securities might be possible by early 1981. 
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The record is incomplete with respect to the fees and 
expenses to be incurred in connection with the 
proposed transaction. The Rhode Island Division of 
Public Utilities and Carriers has authorized the 
proposed transaction. No other state commission 
and no federal commission, other than this 
Commission, has jurisdiction thereover. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21374), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendments, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the fees and 
expenses to be incurred in connection with the 
proposed transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 


Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21410/January 28, 1980 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 
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METROPOLITAN EDISON COMPANY 
Berks County, Pennsy!vania 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-6311) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
ADDITIONAL FIRST MORTGAGE BONDS, AND 
GRANTING AN EXCEPTION FROM COMPETITIVE 
BIDDING 


General Public Utilities Corporation (“GPU”), a 
registered holding company, and its electric utility 
subsidiaries Jersey Central Power & Light Company 
(‘Jersey Central’), Metropolitan Edison Company 
(“Met-Ed”), and Pennsylvania Electric Company 
(“Penelec”), have filed with this Commission post- 
effective amendments to their application- 
declaration in this proceeding pursuant to Sections 
6(a), 6(b), 7, 9(a), 10, 12(b) and 12(d) of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rules 44, 45, 50(a)(2) and 50(a)(5) promulgated 
thereunder as applicable to the following 
transactions. 


By orders dated June 19, 1979 (HCAR No. 21107) 
and October 30, 1979 (HCAR No. 21276), the 
Commission authorized GPU, Jersey Central, Met- 
Ed and Penelec to issue, sell and renew their 
respective promissory notes (the “notes”) having a 
maturity of not more than six months from the date 
of issue from time to time through October 1, 1981 
pursuant to a revolving credit agreement with a 
syndicate of commercial banks (the “Loan 
Agreement”). Aggregate borrowings under the Loan 
Agreement are limited to $500,000,000 and Met- 
Ed’s indebtedness thereunder is restricted to 
$125,000,000. The indebtedness under the Loan 
Agreement was to be secured by an unconditional 
guarantee given by GPU, as well as the pledge by 
GPU to the banks of the common stock of Jersey 
Central, Met-Ed, Penelec and GPU Service 
Corporation, and, in the cases of Jersey Central and 
Met-Ed certain other collateral. 


Met-Ed now proposes to issue and sell for cash to the 
banks participating in the Loan Agreement and 
requests an exception from the competitive bidding 
requirements of Rule 50 under the Act for such 
issuance and sale, up to $14,000,000 aggregate 
principal amount of additional first mortgage bonds 
(the “New Bonds’). The New Bonds would be issued 
under the Indenture, dated November 1, 1944, 
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between Met-Ed and Guaranty Trust Company of 
New York (now Morgan Guaranty Trust Company of 
New York), Trustee, as heretofore supplemented 
and amended and as to be further supplemented 
and amended by a supplemental indenture. Of the 
New Bonds, up to $7,000,000 principal amount will 
be issued against a like principal amount of Met-Ed’s 
First Mortgage Bonds due February 1, 1980, and up 
to $7,000,000 principal amount will be issued 
against cash or bondable value of property 
additions. The New Bonds may be subject to 
redemption and to mandatory repurchase upon the 
occurrence of certain events. 


The New Bonds will mature on or before December 
31, 1981. The interest rate on the New Bonds will be 
a floating rate and will be computed in accordance 
with the formula for determining the interest rate on 
the notes issued by Met-Ed under the Loan 
Agreement—that is, 105% of the higher of (i) 
Citibank’s base rate, as in effect from time to time, or 
(ii) % of 1% above the three-week moving average of 
offering rates for three-months certificates of 
deposit of major banks. The aggregate principal 
amount of notes issued by Met-Ed under the Loan 
Agreement and the New Bonds outstanding at any 
one time shall not exceed $125,000,000. Of the 
proceeds from the sale of the New Bonds, 
$7,000,000 will be used to repay outstanding short- 
term undebtedness, and $7,000,000 will be used to 
refund a like amount of bonds maturing February 1, 
1980. In all other respects the transactions as 
heretofore authorized by the Commission would 
remain unchanged. 


Because GPU guarantees Met-Ed’s obligations on 
notes issued pursuant to the Loan Agreement, GPU 
will guarantee Met-Ed’s indebtedness under the New 
Bonds. In addition, since the New Bonds are being 
issued by Met-Ed to the banks, in effect, in lieu of 
additional notes under the Loan Agreement, the New 
Bonds will be further secured by the existing pledge 
by GPU to the banks of the common stock of Jersey 
‘ Central, Penelec, Met-Ed and GPU Service 
Corporation and the existing pledge and grant by 
Met-Ed to the banks of a security interest in certain 
yellowcake owned by Met-Ed and Kerr-McGee 
Nuclear Corporation providing for the conversion 
and delivery thereof. This collateral has previously 
been pledged to the banks by GPU and Met-Ed, 
respectively, to secure obligations of Met-Ed (and in 
the case of the common stock pledged by GPU, the 
obligations of GPU, Jersey Central, Penelec and GPU 
Service Corporation as well) under the Loan 
Agreement. 
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The fees, commissions and expenses to be incurred 
in connection with the proposed transaction, 
including expenditures through December 31, 1979 
as well as in connection with the issuance and sale 
by Met-Ed of the New Bonds, are estimated to total 
$115,000, including legal fees of $102,000, 
trustee’s fees of $38,400 and miscellaneous 
expenses of $4,600. The Pennsylvania Public Utility 
Commission has jurisdiction over and has approved 
issuance and sale of the New Bonds by Met-Ed. No 
other state commission and no federal commission, 
other than this Commission, has jurisdiction with 
respect to the proposed transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21376), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the appliable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated uner 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21411/January 28, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF WEST VIRGINIA 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 
Ashland, Kentucky 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA ALASKAN GAS TRANSMISSION 
CORPORATION 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 
COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
Wilmington, Delaware 


(70-6393) 


ORDER AUTHORIZING ALLOCATION OF HOLDING 
COMPANY SYSTEM'S CONSOLIDATED TAXES 


The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, and its above-named 
wholly owned subsidiary companies have filed a 
joint declaration and an amendment thereto with 
this Commission pursuant to Sections 12(b) and 
12(f) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 45 promulgated thereunder 
regarding the proposed transaction. 


Columbia proposes to allocate the System’s 
consolidated taxes for the years 1979 and 1980 in 
the same manner as was previously authorized for 
the years 1977 and 1978 by the Commission's 
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orders dated March 2, 1978 (HCAR No. 20427), 
February 2, 1979, (HCAR No. 20913), and February 
27, 1979 (HCAR No. 20936). Those orders provided 
that the cash difference between the adjusted 
consolidated tax liability and the actual consolidated 
tax liability be remitted by Columbia to Columbia 
Gas Development Corporation (Development U.S.), 
and Columbia Gas Development of Canada Ltd. 
(Development Canada) in proportion to their 
respective tax losses, if any, incurred in 1977 and 
1978 for use in further exploration and development 
work. It is stated that the proposed transaction is 
necessitated by the continually growing needs of the 
System for supplies of natural gas, coupled with the 
general decline of supplies from traditional sources. 
This has resulted in expanded exploration and 
development activities by two of Columbia’s 
exploration and development subsidiary 
companies, Development U.S. and Development 
Canada. These activities have required large 
amounts of capital to be supplied by the parent 
company. In connection with such activities, these 
Subsidiaries have in recent years incurrred tax 
losses. The inclusion of such tax losses in the 
consolidated tax returns filed by the System will 
result in commensurate reductions in the System's 
consolidated tax liabilities. However, under the tax 
allocation provisions of Rule 45(b)(6) the benefit of 
such tax reductions are allocated to companies in 
the System other than the subsidiaries whose tax 
losses give rise to the tax reductions, thus making 
unavailable to the latter the tax benefits which might 
otherwise be applied in furtherance of their efforts to 
develop additional gas reserves to meet the System's 
requirements. 


Under the instant proposal © slumbia will calculate 
the System’s tax liability for i979 and 1980 to be 
reported on its consolidated tax returns for such 
years in the usual manner, but for purposes of 
asssessing liability among individual companies of 
the System, will add back the reduction in such tax 
liability generated by Development U.S.’s and 
Development Canada’s tax losses. The combined 
amount (adjusted consolidated tax liability) will then 
be apportioned among the Columbia system 
companies other than Development U.S. and 
Development Canada in accordance with Rule 
45(b)(6). 


The other subsidiaries will then make payments to 
Columbia of their allocable share of the adjusted 
consolidated tax liability in accordance with Rule 
45(b)(6). Columbia, in turn, will pay to Development 
U.S. and Development Canada, in proportion to 


SEC DOCKET/443 





their respective tax losses, the cash equivalent of the 
difference between the actual consolidated tax 
return liability of the System and the aggregate 
amounts received by Columbia from the other 
Subsidiaries. 


As a result of the Commission’s previous Orders 
which authorized Columbia to allocate the System's 
Consolidated Federal income tax liability by a 
method other than prescribed by Rule 45(b)(6), the 
exploration and development companies have 
received tax benefits from their 1973 through 1978 
losses sustained as a result of their exploration and 
development activities as follows: 


Tax Benefits Generated 
From Net Tax Losses 





Development Development 
U.S. Canada 
$ $ 
6,468,115 6,524,520 
5,475,729 3,028,467 
12,989,153 2,731,909 
19,438,754 4,076,678 
28,041,480 5,082,723 
20,568,053 4,469,787 


Years 


1973 4 
1974 4 
1975 
1976 
1977 
1978 


4 In addition, in 1973 and 1974 Columbia Coal 
Gasification Corporation received similar tax 
beriefits from its tax losses equal to $498,105 in 
1973 and $329,944 in 1974 as authorized by the 
Commission. 


Gross expenditures for exploration and development 
for Development U.S. for the years 1979 and 1980 
are estimated to be $62,332,000 and $56,251,000 
respectively, and gross expenditures for exploration 
and development for Development Canada for 1979 
and 1980 are estimated to $17,562,000 and $15, 
296,000 respectively. 


The present net income projection for Development 
U.S. for the years 1979 and 1980 are $8,307,000 
and $9,895,000 respectively. Net income 
projections for Development Canada for 1979 and 
1980 are $831,000 and $2,222,000 respectively. 
However, it is estimated that both Development U.S. 
and Development Canada will have Federal income 
tax losses for years 1979 and 1980. The estimated 
net tax losses for Development U.S. for 1979 and 
1980 are $22,670,000 and $13,449,000 
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respectively. The estimated net tax losses for 
development Canada for 1979 and 1980 are 
$11,283,000 and $7,548,000, respectively. The 
proposed transaction will allow these companies to 
continue to receive the benefit of the tax losses 
attributable to them, for 1979 and 1980, and enable 
them to sustain the level of expenditures necessary 
to find and produce gas reserves adequate to meet 
the needs of the System and its customers. 


In future years, when Development U.S. or 
Development Canada have net taxable income they, 
or either of them, may be entitled to tax credits as a 
result of the loss carry-back or carry-over provisions 
of Section 172(b) of the Internal Revenue Code of 
1954 in order to comply with the separate return 
limitations required by Rule 45(b)(6). To the extent 
tha these companies receive tax benefits pursuant 
to the Commission’s order or the proposed 
transaction, such benefits would be applied to 
reduce any tax credits in future years to which either 
of these companies might otherwise be entitled 
under the separate return limitations of Rule 
45(b)(6). 


Development Canada signed an agreement on 
October 8, 1979 which would sell to a Japanese 
group most of the 3.75% working interest it holds in 
acreage being operated by Dome Petroleum Ltd. in 
the Canadian Beaufort Sea. Under the agreement, 
Development Canada retains a 0.25% interest in the 
acreage as well as the right to purchase 21.5% of any 
gas found on the 2.9 million net acres. Sale price 
under the agreement is $50 million, Canadian, or 
approximately $42 million, U.S. As a result, $10.5 
million will be added to the 1979 projected net 
income of $831,000 listed above. Dome Petroleum 
had the right to match any offer made for 
Development Canada’s interest in the Beaufort Sea 
and did, in fact, exercise such right on December 5, 
1979. In past years Development Canada has 
received tax benefits for some of its share of the 
costs of unsuccessful drilling of this acreage. 
Consummation of this transaction with either of the 
prospective purchasers would produce earnings for 
Development Canada sufficient to reverse 
approximately $9 million of tax benefits and retire a 
like amount of the non-interest bearing Demand 
Promissory Notes substantiating such tax benefits 
which Development Canada has issued pursuant to 
Commission authorization. 


Subject to the foregoing, in no event will the tax 
allocated to any subsidiary company exceed the 
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amount of tax based upon a separate return 
computed as if such company had always filed its tax 
return on a separate return basis. No changes in the 
accounting requirements authorized by the 
Commission will occur as a result of approval of the 
proposed transaction. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $5,400, including a fee of $2,400 to 
Columbia Gas System Service Corporation for 
services performed at cost. It is stated that no state 
or federal regulatory body, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21377), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21412/January 28, 1980 


In the Matter of 
NEW ORLEANS PUBLIC SERVICE INC. 


317 Baronne Street 
New Orleans, Louisiana 70112 


Volume 19, No. 6, February 12, 1980 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


(70-6404) 


NOTICE OF PROPOSED ISSUANCE AND SALE BY 
SUBSIDIARY OF COMMON STOCK TO HOLDING 
COMPANY AND OF PREFERRED STOCK AT 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that New Orleans Public 
Service Inc. (“NOPSI”), an electric utility subsidiary 
company of Middle South Utilities, Inc. (“Middle 
South”), a registered holding company, and its 
public-utility subsidiary company, New Orleans 
Public Service Inc., have filed an application with 
this Commission pursuant to Sections 6(b), 9(a), 
and 10 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50 promulgated thereunder 
regarding the following proposed transactions. All 
interested persons are referred to the application, 
which is summarized below, for a complete 
statement of the proposed transactions. 


NOPSI proposes to issue and sell up to 150,000 
shares of a new series of its preferred stock, $100 
par value, subject to the competitive bidding 
requirements of Rule 50 under the Act. The new 
preferred stock will be created by appropriate 
corporate action and, except as to designation, 
dividend rate, redemption prices, and the terms and 
amount of sinking fund requirements for the 
purchase or redemption of shares of the new 
preferred stock, will have the same characteristics 
as, and rank pari passu with, the presently 
outstanding preferred stock of NOPSI. 


The dividend rate of the new preferred stock (which 
will be a multiple of 1/25th of 1%), the price to be 
paid to NOPSI (which will be not less than $100 nor 
more than $102.75 per share, plus accrued 
dividends, if any), and the amount per share to be 
paid by the company to the successful bidder or 
bidders will be determined by competitive bidding. 
The terms of the new preferred stock will also 
include provisions for a sinking fund designed to 
redeem at $100 per share, plus accumulated 
dividends, 7,500 shares on each March 1 
commencing in the year 1985, with NOPSI having a 
non-cumulative option to redeem an additional 
7,500 shares on each March 1 during the sinking 
fund redemption period. 
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NOPSI also proposes to issue and sell to Middle 
South, and Middle South proposes to acquire, 
1,000,000 shares of NOPSI’s common stock having 
a par value of $10 per share (“additional common 
stock”) at a cash purchase price of $10 per share, or 
$10,000,000 in the aggregate. NOPSI’s Charter 
presently provides for 6,000,000 authorized shares 
of common stock having a par value of $10 per 
share, of which 5,935,900 shares, having an 
aggregate par value on the company’s books of 
$59,359,000, are issued and outstanding and 
owned by Middle South. Accordingly, NOPSI further 
proposes, by appropriate corporate action and with 
the consent of Middle South, to amend its Charter, 
concurrently with the Charter amendment 
establishing the new preferred stock, so as to 
increase from 6,000,000 to 7,000,000 the number 
of authorized shares of its common stock, thereby 
providing the company with a sufficient number of 
authorized but unissued shares for purposes of 
consummating the proposed sale to Middle South of 
the additional common stock. 


NOPSI and Middle South believe it is preferable for 
sales of the additional common stock to be timed to 
coincide with the company’s cash needs from time 
to time, which are primarily determined by the 
nature and pace of its construction program. 
Therefore, NOPSI and Middle South have proposed 
that the sales of the additional common stock be 
effected from time to time at any time through and 
including December 31, 1980, in increments to be 
determined by the company and Middle South. 
Upon the consummation of the issuance and sale by 
NOPSI, and the acquisition by Middle South, of all 
the additional common stock, NOPSI intends to 
credit its Common Stock Account with the amount 
($10,000,000) received by it for the additional 
common stock, and Middle South intends to debit its 
Investment Account with the amount ($10,000,000) 
of its cash investment in the additional common 
stock. 


NOPSI intends to apply the net proceeds derived 
from the issuance and sale of the new preferred 
stock and the additional common stock to the 
payment of short-term borrowings, estimated to total 
$11,500,000 at the time of the sale of the new 
preferred stock, to the financing in part of NOPSI’s 
1980 construction program, which provides for 
expenditures of approximately $30,400,000, and to 
other corporate purposes. 


The fees and expenses paid or to be incurred in 
connection with the proposed issuance and sale of 
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the new preferred stock are estimated to total 
$140,000, including counsel fees of $45,000, 
accountants’ fees of $15,000, and fees of Middle 
South Services, Inc., at cost, of $8,500. The fee of 
counsel for the purchasers of the new preferred 
stock is estimated at $21,000 and is to be paid by the 
successful bidders. It is stated that no special or 
separable fees are anticipated by either NOPSI or 
Middle South in connection with the issuance and 
sale of the additional common stock. 


It is further stated that the City of New Orleans has 
jurisdiction over the proposed issuance and sale of 
securities by NOPSI and that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 25, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application which he desires to controvert; or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the applicants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such .other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21413/January 28, 1980 


In the Matter of 


NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 


(70-6392) 


ORDER AUTHORIZING AMENDMENTS TO 
ARTICLES OF INCORPORATION 


New Orleans Public Service Inc. (“NOPSI”), a 
subsidiary of Middle South Utilities, Inc. (“Middle 
South”), a registered holding company, has filed a 
declaration and amendments thereto with this 
Commission pursuant to Sections 6(a), 7 and 12(e) 
of the Public Utility Holding Company Act of 1935 
(“Act”), and Rules 23, 24, and 62 promulgated 
thereunder as applicable to the following 
transactions. 


NOPSI proposes to amend the Restated Articles of 
Incorporation under which the company is 
constituted (“the Charter”) so as to raise the fixed 
ceiling on the amount to which the capital stock of 
the Company may be increased from $100,000,000 
to $200,000,000. 


The provision of the Charter limiting the total amount 
of capital stock of NOPSI to $100,000,000 has been 
contained in the Charter and has remained 
essentially unchanged since 1922. Since that time 
NOPSI has grown and the company believes, on the 
basis of current projections of its financing needs, 
that the present $100,000,000 ceiling would 
severely limit its ability in the future to obtain outside 
capital funds. Currently, NOPSI’s construction 
program contemplates expenditures of 
approximately $30,400,000 in 1980 and 
$26,100,000 in 1981. The company is planning 
sales of an aggregate of $25,000,000 of its capital 
stock, consisting of $15,000,000 of Preferred Stock 
and $10,000,000 of Common Stock, to finance a 
portion of its 1980 construction expenditures. In 
view of the fact that as of September 30, 1979 the 
NOPSI'’s total capital stock outstanding amounted to 
$79,138,800, the current $100,000,000 ceiling on 
capital stock would effectively prohibit the company 
from completing its planned financing program. In 
order to permit NOPSI to finance an appropriate 
portion of its future construction program through 
sales of capital stock, it is necessary that the fixed 
ceiling limitation be raised. 
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Moreover, in addition to the fixed ceiling limitation 
on the total amount of capital stock, the Charter 
contains various earnings and capitalization 
restrictions for the protection of the company’s 
stockholders in connection with the issuance of 
additional preferred stocks. In contrast to the latter 
restrictions, the fixed ceiling limitation on the total 
amount of capital stock takes no account of the 
growth of the Company or its financial strength, and 
makes no provision once the ceiling is reached for 
the meeting of future financing requirements. 


Accordingly, NOPSI proposes to raise the capital 
stock limitation from the present $100,000,000 to 
$200,000,000, a figure believed by the company to 
be sufficiently high, after giving effect to the 
currently planned financing program, to obviate the 
necessity for further increases in the ceiling for the 
forseeable future. The other restrictions on the 
issuance of additional preferred stocks contained in 
the Charter will not be affected by the proposed 
amendment. 


The Company also proposes to amend its Charter so 
as to permit the Company to establish sinking fund 
requirements for the purchase or redemption of 
shares of any new series of its Preferred Stock. 
NOPSI plans to raise a major portion of funds during 
the next few years to finance its continuing 
construction program through the issuance and sale 
of additional securities, including additional shares 
of its Preferred Stock. While the exact nature and 
amount of each such security issue will depend 
upon NOPSI’s earnings and capital requirements 
and the market conditions existing at the time, 
NOPSI is presently planning to issue and sell through 
an underwritten public offering 150,000 shares of 
new series of its Preferred Stock in the first quarter of 
1980, and is also planning to issue and sell to Middle 
South during 1980 an additional 1,000,000 shares 
of Common Stock. These proposed sales will be the 
subject of a separate filing with this Commission 
under the Act. The proceeds from these securities 
sales, expected to approximate $15,000,000 and 
$10,000,000, respectively, will be applied by NOPSI 
to its construction program and to other corporate 
purposes. 


With respect to the planned issuance and sale of the 
new series of Preferred Stock, NOPSI has noted that 
other electric utilities have under present market 
conditions been able to sell shares of preferred stock 
at favorable dividend rates (if at all) only with the 
benefit of sinking funds. The Charter presently does 
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not permit NOPSI to issue any series of Preferred 
Stock containing a sinking fund. 


Under the provisions of the Charter as currently in 
effect, authorized but unissued shares of the 
Preferred Stock may be issued by NOPSI from time 
to time in one or more series. Except in certain 
respects as to which there may be variations among 
series, the shares of each series have the same rank 
and are identical with each other. The respects in 
which there may be variations among separate 
series consists of (1) the number of shares 
constituting each series and the distinctive 
designation thereof, (2) the dividend rate, dividend 
payment dates and the date from which dividends 
shall be cumulative and (3) the amount or amounts 
payable upon redemption. When a new series of the 
Preferred Stock is issued, those characteristics 
thereof as to which there may be variations among 
series are stated and expressed in an appropriate 
amendment of the Charter creating such series. 


In order to allow NOPSI to issue shares of any future 
series of its Preferred Stock with the benefit of a 
sinking fund and thus to enable it to sell securities 
when it might not otherwise be able to do so on 
acceptable terms, NOPSI proposes to effect certain 
amendments of its Charter so as to afford the 
company, in dividing authorized but unissued 
shares of the Preferred Stock into series and 
establishing the characteristics as to which there 
may be variations among series, the right to include 
in the amendment creating any future series of its 
Preferred Stock the terms and amount of sinking 
fund requirements for the purchase or redemption 
of shares of any such series. These amendments will 
also provide in effect that if at any time dividends 
payable upon the Preferred Stock are in default, 
NOPSI may not make any payment, or set aside any 
funds for payment, into any sinking fund for the 
purchase or redemption of any shares of the 
Preferred Stock unless approval is obtained under 
the Act. Under present laws, no additional shares of 
the Preferred Stock can be issued without prior 
approval of the Council of the City of New Orleans 
and the Commission, including, among other things, 

approval by the Commission of the terms and 
“amount of sinking fund requirements for the 
purchase or redemption thereof. 


With respect to the planned issuance and sale of the 
new series of Preferred Stock, NOPSI has noted that 
the Charter presently does not permit NOPSI to issue 
any series of Preferred Stock containing a sinking 
fund. In furtherance of these proposals NOPSI 
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proposes to solicit proxies from the holders of its 
outstanding stock in connection with its special 
meeting of shareholders at which the shareholders 
will take action upon the proposed amendments to 
the Charter. In connection with the solicitation of 
shareholder consent, NOPSI has filed the relevant 
proxy materials with the Commission and has 
received accelerated Commission action pursuant 
to Rule 62. 


The fees, commissions, and expenses to be incurred 
in connection with the proposed transaction are 
estimated to total $26,500, including legal fees of 
$20,000, printing expenses of $3,000 and 
miscellaneous expenses of $1,000. No state and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21362), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said declaration, as amended, be 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21415/January 30, 1980 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


SENECA RESOURCES CORPORATION 
Buffalo, New York 


(70-6241) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF SHORT-TERM NOTES TO BANK BY 
SUBSIDIARY COMPANY AND GUARANTY THEREOF 
BY HOLDING COMPANY 


National Fuel Gas Company (“National”), a 
registered holding company, and one of its wholly- 
owned subsidiary companies, Seneca Resources 
Corporation (“Seneca”), have filed with this 
Commission a post-effective amendment to the 
declaration in this proceeding pursuant to Sections 
6(a), 7, and 12(b) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 45 
promulgated thereunder regarding the following 
proposed transactions. 


By order in this proceeding dated February 2, 1979 
(HCAR No. 20911), Seneca was authorized to issue 
and sell not to exceed $20,000,000 of short-term 
notes outstanding at any one time to Houston 
National Bank, such notes to be unconditionally 
guaranteed by National. In accordance therewith, 
Seneca currently has $20,000,000 of short-term 
borrowings outstanding pursuant to a note issued 
under a loan agreement, which note becomes due 
on January 31, 1980. Payment of principal and 
interest on the note is unconditionally guaranteed by 
National. 


Seneca and National now request that the 
authorization for the issuance and sale of such 
$20,000,000 of notes, and the guarantee by 
National, be extended for a period of nine months so 
that Seneca may borrow or reborrow up to 
$20,000,000 from the bank on the same terms and 
conditions. Any new note issued, or any outstanding 
note of which the maturity date is extended, shall 
mature not later than October 31, 1980. Payment of 
principal and interest on such note will be 
unconditionally guaranteed by National. 


Volume 19, No. 6, February 12, 1980 


The note or notes will continue to bear interest not in 
excess of the prime rate of interest at Houston 
National Bank as it fluctuates from time to time. In 
addition, Seneca has agreed with the bank to 
maintain deposits at the bank (“Average Daily 
Available Balance’) equal to 10% of the amount of 
funds available under the loan agreement plus 10% 
of the amount drawn down by Seneca under the loan 
agreement. In the event that the Average Daily 
Available Balance is less than the required amount 
during a three-month period, Seneca has agreed to 
pay the bank a fee equal to the greater of (a) the 
average prime rate of the bank for the period or (b) 
the average rate paid by the bank for 90-day 
certificates of deposit (with certain adjustments) 
multiplied by the amount of the deficiency in the 
Average Daily Available Balance. Assuming Seneca 
borrows the full amount available under the loan 
agreement and determines not to maintain the 
required Average Daily Available Balance, based on 
a 15.25% prime rate and a 13.50% rate for 90-day 
certificates of deposit, Seneca would be obligated to 
pay the Bank $610,000 annually pursuant to this 
provision, and its effective cost of money would be 
18.30% per annum. 

Seneca is currently planning to 


refund the 


$20,000,000 short-term note or notes by issuing a 
long-term note or notes which will be secured by 
approximately 65,000 acres of hardwood timber 
owned by Seneca and located in Pennsy'!vania. 
Seneca expects that such note or notes wi’! be 
placed with an insurance company which has had 
experience with similar loans secured by timber. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective 
amendment to the declaration has been given in the 
manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21383), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said declaration, as amended 
by said post-effective amendment, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
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declaration, as amended by said post-effective 
amendments be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21416/January 30, 1980 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44702 


CENTRAL OHIO COAL COMPANY 
P.O. Box 98 
Cumberland, Ohio 43732 


(70-6181) 


NOTICE OF PROPOSED EXTENSION OF 
BORROWINGS BY COAL MINING SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Ohio Power 
Company (“Ohio Power’), an electric utility 
subsidiary of American Electric Power Company, 
Inc., aregistered holding company, and Central Ohio 
Coal Company (“COCO”), acoal mining subsidiary of 
Ohio Power, have filed with this Commission a post- 
effective amendment to their application- 
declaration previously filed and amended pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6, 7 and 12 of the Act 
as applicable to the proposed transaction. All 
interested persons are referred to the application- 
declaration, as amended by said post-effective 
amendment, which is summarized below, for a 
complete statement of the proposed transaction. 


By order dated November 1, 1978 (HCAR No. 
20758), COCO was authorized to enter into a credit 
agreement with Irving Trust Company pursuant to 
which COCO could borrow an aggregate principal 


amount not to exceed $30,000,000. Such 
borrowings are evidenced by a note or notes bearing 
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interest at an annual rate equal to 105% of Irving 
Trust Company's prime rate in effect from time to 
time, and maturing on February 29, 1980. The 
purpose of such loans was to provide interim 
financing for a transaction involving the acquisition 
and construction of a Dragline, shovel and related 
equipment (collectively the “Equipment”) for use by 
COCO in its mining operatons. Permanent financing 
for the Equipment is to be provided from the 
proceeds of a sale and leaseback transaction that 
was authorized by order dated August 7, 1978 
(HCAR No. 20660), in a separate proceeding (File 
No. 70-6157). 


By post-effective amendment it is stated that 
completion of the dragline has been delayed until on 
or about March 25, 1980, which delay will result ina 
delay in the closing of the sale and leaseback 
transaction from which the borrowings from Irving 
Trust Company are to be repaid. COCO and Irving 
Trust Company have entered into an amendment to 
their credit agreement, subject to approval of this 
Commission, which amendment would (1) extend 
the maturity of the borrowings from February 29, 
1980, until June 30, 1980, and (2) change certain 
terms of the credit agreement effective as of June 
28, 1979, so as to permit COCO to pay dividends 
provided its net worth remains above $7,000,000. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. It is stated that no state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 25, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration, as amended by said 
post-effective amendment, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendment or as it 
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may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21417/January 30, 1980 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44702 


CENTRAL OHIO COAL COMPANY 
P.O. Box 98 
Cumberland, Ohio 43732 


(70-6157) 


NOTICE OF PROPOSED SALE AND LEASEBACK OF 
MINING MACHINERY AND GUARANTEE OF LEASE 


NOTICE IS HEREBY GIVEN that Ohio Power 
Company (“Ohio Power’), an electric utility 
subsidiary of American Electric Power Company, 
Inc., a registered holding company, and Central Ohio 
Coal Company (“COCO”), acoal mining subsidiary of 
Ohio Power, have filed with this Commission a post- 
effective amendment to their application- 
declaration previously filed and amended pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 9, 10 and 12 of the Act 
as applicable to the proposed transactions. All 
interested persons are referred to the application- 
declaration, aS amended by said post-effective 
amendment, which is summarized below, for a 
complete statement of the proposed transactions. 
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By order dated August 7, 1978 (HCAR No. 20660), 
applicants-declarants were authorized to enter into 
a series of transactions concerning the financing of a 
dragline, a shovel and in certain related contracts 
and equipment (collectively the “Equipment”) for 
use by COCO in its mining operations. Said 
authorization basically provided for the following: (1) 
the assignment of the Equipment to Girard Bank (the 
“Lessor”), as trustee for C.I.T. Leasing Corporation 
(the “Owner Participant”); (2) the lease of the 
Equipment to COCO, the lease of the shovel to 
commence at an initial closing in August 1978 and 
the lease of the rest of the Equipment to commence 
at a final closing, which is to occur upon completion 
of the dragline (then estimated to take place in 
September 1979); and (3) the guarantee of COCO’s 
lease obligations by Ohio Power. The purchase price 
for all the Equipment, which includes all overhead 
and indirect costs, was estimated to be 
$30,000,000, such amount to be financed 50% by 
the Owner Participant and 50% by John Hancock 
Mutual Life Insurance Company (the “Loan 
Participant”). The Owner Participant and the Loan 
Participant issued commitments extending 
through March 31, 1980, in the aggregate amount of 
$30,000,000, plus or minus 10%; approximately 
$2,000,000 of such amount was provided at the 
initial closing in August 1978 and the balance was to 
be provided at the final closing. Interim financing in 
an amount of $30,000,000 was provided to COCO by 
a credit agreement with Irving Trust Company, such 
financing being authorized by Commission order 
dated November 1, 1978 (HCAR No. 20758), in File 
No. 70-6181. 


The lease is a net lease under which COCO is 
responsible for all maintenance, insurance, taxes 
(with certain exceptions) and other costs with 
respect to operation of the Equipment. Basic rent is 
payable in forty equal semiannual installments (the 
shovel and the dragline each have a base rental term 
of 20 years, but the shovel’s term began in August 
1978 and that for the dragline will commence on the 
date of acceptance of its construction by COCO) at 
an annual rate of 3.89% of the cost of the Equipment, 
such rate resulting in an effective interest cost to 
COCO of approximately 4.72% per annum. Such rate 
reflects the fact that Owner Participant will retain a 
10% investment tax credit and that the rent will 
service the long-term loan from the Loan Participant 
at a rate of 9.50% per annum. COCO has certain 
renewal and purchase options under the lease. 


By post-effective amendment it is stated that 
construction of the dragline has been delayed’ 
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(completion is now estimated to occur on or about 
March 25, 1980), and that estimated cost of the 
dragline portion of the Equipment has increased 
from $28,000,000 to $36,500,000. Such increase is 
attributed to higher than anticipated assembly costs 
and interest costs on money borrowed to finance its 
construction. Applicants-declarants now propose 
that (1) the total dollar amount of Equipment to be 
transferred to Lessor and leased to COCO be 
increased to $41,000,000 from the $30,000,000 

nount previously authorized, and (2) Ohio Power 
guarantee such increased lease obligations. The 
$41,000,000 amount represents approximately 
$2,000,000 for the shovel (which is presently under 
lease to COCO), $36,500,000 for the dragline, and an 
additional $2,500,000 for asecond shovel (the “New 
Shovel”). The Owner Participant and the Loan 
Participant have increased their commitments from 
$15,000,000 each to $20,500,000 each (plus or 
minus 10%) to cover the new total estimated cost of 
the Equipment (including the New Shovel), and 
agreed to extend such commitments to June 30, 
1980. 


The New Shovel will be used primarily to prepare 
benching for the dragline, and will be acquired by 
Lessor from COCO with money supplied by Owner 
Participant and Loan Participant. The basic rent on 
the Equipment (including the New Shovel but 

xcluding the first shovel) will be payable in 40 
semiannual installments at an annual rate of 4.152% 
of such Equipment’s cost, resulting in an effective 
interest cost to COCO of approximately 5.50% per 

nnum. The basic rent on the first shovel, at arate of 
3.89% of its cost per annum, will remain unchanged. 


The fees and expenses to be incurred in connection 
with the proposed transactions will be supplied by 
amendment. It is stated that the Public Utilities 
Commission of Ohio has jurisdiction over the 
proposed transactions, and that no other state or 
federal commission, other than this Commission, 
has jurisdiction thereover. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 25, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration, as amended by said 
post-effective amendment, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
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Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendment or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 549/January 25, 1980 


A notice has been issued giving interested persons 
until February 12, 1980, to request a hearing on an 
application of Shell Oil Company, pursuant to 
Section 310(b)(1)(ii) of the Trust Indenture Act of 
1939, declaring that the trusteeships of Bankers 
Trust Company, under an indenture qualified under 
the Trust Indenture Act, and another indenture not 
so qualified, are not so likely to involve a material 
conflict of interest as to make it necessary in the 
public interest or for the protection of investors to 
disqualify Bankers from acting as trustee under both 
indentures. 





INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11028/January 28, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6183/January 28, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11029/January 29, 1980 


In the Matter of 


TRUST FOR U.S. TREASURY OBLIGATIONS 
421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 


(812-4544) 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 


SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER 
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Trust for Cash Reserves (“Applicant”), registered 
under the Investment Company Act of 1940 (“Act”) 
as an open-end, diversified, management 
investment company, filed an application on 
October 1, 1979, pursuant to Section 6(c) of the Act, 
for an order of the Commission exempting Applicant 
from the provisions of Section 2(a)(41) of the Act, 
and Rules 2a-4 and 22c-1 thereunder, to the extent 


necessary to permit Applicant's assets to be valued 
at amortized cost. 


On December 21, 1979, a notice was issued 
(Investment Company Act Release No. 10994) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


Applicant amended the application on January 23, 
1980, stating that Applicant's name had been 
changed from Trust for Cash Reserves to Trust for 
U.S. Treasury Obligations to better describe 
Applicant's underlying investments. 


The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes - 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the amended application for an order of 
exemption from the provisions of Section 2(a)(41) of 
the Act and Rules 2a-4 and 22c-1 thereunder, to the 
extent necessary to permit Applicant's assets to be 
valued at amortized cost, be, and hereby is, granted, 
effective forthwith, subject to the following 
conditions agreed to by Applicant: 


1. In supervising Applicant’s operations and 
delegating special responsibilities involving 
portfolio management to Applicant’s investment 
adviser, its Trustees (“Management”) undertakes— 
as a particular responsibility within the overall duty 
of care owed to shareholders—to establish 
procedures reasonably designed, taking into 
account current market conditions and Applicant's 
investment objectives, to stabilize Applicant's net 
asset value per share, as computed for the purpose 
of distribution, redemption and repurchase, at $1.00 
per share. 
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2. Included within the procedures to be adopted by 
Management shall be the following: 


(a) Review by Management, as it deems appropriate 
and at such intervals as are reasonable in light of 
current market conditions, to determine the extent 
of deviation, if any, of the net asset value per share as 
determined by using available market quotations 
from Applicant’s $1.00 amortized cost price per 
share, and the maintenance of records of such 
review.! 


(b) In the event such deviation from Applicant's 
$1.00 amortized cost price per share exceeds 1/2 of 
1 percent, a requirement that Management will 
promptly consider what action, if any, should be 
initiated by Management. 


(c) Where Management believes the extent of any 
deviation from Applicant’s $1.00 amortized cost 
price per share may result in material dilution or 
other unfair results to investors or existing 
shareholders, it shall take such action as it deems 
appropriate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which may include: redemption of shares in 
kind; selling portfolio instruments prior to maturity 
to realize capital gains or losses, or to shorten the 
average maturity of portfolio instruments of 
Applicant; withholding dividends; or utilizing a net 
asset value per share as determined by using 
available market quotations. 


3. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; 
provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity 
of greater than one year, or (b) maintain a dollar- 
_weighted average portfclio maturity which exceeds 
120 days. In fulfilling this condition, ifthe disposition 
of a portfolio security results in a dollar-weighted 
average portfolio maturity in excess of 120 days, 





'To fulfill this condition, Applicant intends to use 
actual quotations or estimates of market value 
reflecting current market conditions chosen by 
Management in the exercise of its discretion to be 
appropriate indicators of value which may include, 
inter alia, (1) quotations or estimates of market value 
for individual portfolio instruments, or (2) values 
obtained from yield data relating to classes of money 
market instruments published by reputable 
sources. 
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Applicant will invest its available cash in such a 
manner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 
thereto) described in paragraph 1. above, and 
Applicant will record, maintain and preserve for a 
period of not less than six years (the first two years in 
an easily accessible place) a written record of 
Management's considerations and actions taken in 
connection with the discharge of its responsibilities, 
as set forth above, to be included in the minutes of 
Management’s meetings. The documents preserved 
pursuant to this condition shall be subject to 
inspection by the Commission in accordance with 
Section 31(b) of the Act, as if such documents were 
records required to be maintained pursuant to rules 
adopted under Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those United 
States dollar denominated instruments which 
Management determines present minimal credit 
risks, and which are of “high quality” as determined 
by any major rating service or, in the case of any 
instrument that is not so rated, of comparable 
quality as determined by Management. 


6. Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to paragraph 2(c) 
above was taken during the preceding fiscal quarter 
and, if any such action was taken, will describe the 
nature and circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11030/January 30, 1980 


DELEGATION OF AUTHORITY TO DIRECTOR OF 
DIVISION OF INVESTMENT MANAGEMENT 


ACTION: Final rule. 


SUMMARY: The Commission is amending its rules 
relating to general organization to delegate to the 
Director of the Division of Investment Management 
authority to issue notices of applications for orders 
under the Investment Company Act of 1940 
permitting the depositor or trustee of a registered 
unit investment trust holding the security of a single 
issuer to substitute another security for such 
security. Such authority is limited to applications 
which, upon examination, do not appear to the 
Director to present issues not previously settled by 
the Commission or to raise questions of fact or policy 
indicating that the public interest or the interest of 
investors requires that a hearing be held. This 
delegation of authority should result in time and cost 
savings for applicants and the Commission in the 
processing of such applications. 


EFFECTIVE DATE: January 30, 1980. 


FOR FURTHER INFORMATION CONTACT: Cathy G. 
Douglas, Esq., Division of Investment Management, 
Securities and Exchange Commission, Room 543, 
500 North Capitol Street, Washington, D.C. 20549, 
(202) 272-3021. 


SUPPLEMENTARY INFORMATION: Effective 
December 14, 1970, Section 26 [15 U.S.C. 80a-26] 
of the Investment Company Act of 1940 (“Act”) [15 
U.S.C. 80a et seq.] was amended by adding new 
Section 26(b) which provides that: 


It shall be unlawful for any depositor or trustee of a 
registered unit investment trust holding the security 
of a single issuer to substitute another security for 
such security unless the Commission shall have 
approved the substitution. The Commission shall 
issue an order approving such substitution if the 
evidence establishes that it is consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of [the Act]. 


Subsequent to the enactment of Section 26(b) of the 
Act, the Commission, upon application, has issued 
several orders approving the substitution of 
securities in unit investment trusts. The 
Commission expects that other applications will be 
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filed in the future seeking similar orders. Therefore, 
the Commission believes it to be appropriate to 
amend its rules relating to general organization to 
delegate authority to the Director of the Division of 
Investment Management to issue notices, pursuant 
to Rule 0-5 under the Act [17 CFR 270.0-5], of 
applications for orders pursuant to Section 26(b) of 
the Act where, upon examination, the matter does 
not appear to present issues not previously settled 
by the Commission or to raise questions of fact or 
policy indicating that the public interest or the 
interest of investors requires that a hearing be held. 


Accordingly, Part 200 of Chapter II of Title 17 ofthe 
Code of Federal Regulations is hereby amended by 
revising paragraph (a)(1)(xxi) of §200.30-5 and 
redesignating the subsequent paragraphs to read as 
follows: 


§200.30-5 Delegation of authority to Director of 
Division of Investment Management. 


* * KK & 
(aim * & 
(Oi fe 


(xxi) Section 26(b), 15 U.S.C. 80a-26(b). 
(xxii) Section 28(c), 15 U.S.C. 80a-28(c). 
(xxiii) Section 31(d), 15 U.S.C. 80a-30(d). 
(xxiv) Section 32(c), 15 U.S.C. 80a-31(c). 
(xxv) Section 45(a), 15 U.S.C. 80a-44(a). 


* * KK 


The Commission finds, in accordance with Sections 
553(b)(A) and 553(d) of the Administrative 
Procedure Act (“APA”) [5 U.S.C. 553(b)(A) and 
553(d)], that this amendment relates solely to 
agency organization, procedure, or practice and 
does not relate to a substantive rule. Accordingly, 
notice and opportunity for public comment are 
unnecessary, and publication of the amendment to 
the Commission’s rules relating to general 
organization 30 days before its effective date is 
similarly unnecessary. (Pub. L. No. 87-592, 76 Stat. 
394, 15 U.S.C. 78d-1, 78d-2). ‘ 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11031/January 29, 1980 


In the Matter of 


SAFECO EQUITY FUND, INC. 

SAFECO INCOME FUND, INC. 

SAFECO GROWTH FUND, INC. 

SAFECO SPECIAL BOND FUND, INC. 
and 

SAFECO SECURITIES, INC. 

c/o James W. Ruddy 

SAFECO Plaza 

Seattle, Washington 98185 


(812-4579) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER OF THE COMMISSION PURSUANT TO 
SECTION 11(a) OF THE ACT TO PERMIT CERTAIN 
EXCHANGE OFFERS AND PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN EXEMPTION FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT AND 
RULE 22d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that SAFECO Equity 
Fund, Inc. (“Equity”), SAFECO Growth Fund, Inc. 
(“Growth”), SAFECO Income Fund, Inc. (“Income”), 


and SAFECO Special Bond Fund, Inc. (“Special 
Bond”) (collectively referred to hereafter as the 
“Funds”), open-end management investment 
companies registered under the Investment 
Company Act of 1940 (“Act”), and SAFECO 
Securities Inc. (“SAFECO Securities”), each Fund’s 
principal underwriter (SAFECO Securities and the 
Funds are collectively referred to hereafter as the 
“Applicants”) filed an application on December 4, 
1979, and amendments thereto on January 21 and 
22, 1980, for an order of the Commission, pursuant 
to Section 1l(a) of the Act, permitting certain 
exchange offers among the Funds on the basis other 
than their respective net asset value per share atthe 
time of exchange and, pursuant to Section 6(c) of the 
Act, exempting such exchange offers from the 
provisions of Section 22(d) of the Act and Rule 22d-1 
thereunder. All interested persons are referred tothe 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


SAFECO Securities as principal underwriter for each 
of the Funds, maintains a continuous public offering 
of the shares of each of the Funds at their respective 
net asset value plus a sales charge. The maximum 
sales charge for shares of Equity, Growth and 
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Income is 8.5% of the public offering price per share 
on purchases of less than $5,000, such sales charge 
being reduced for larger purchases. The sales 
charge per share for Special Bond is 3% on all 
purchases with no reduction of sales charge on 
larger purchases. Shares of each of the Funds may 
currently be exchanged for shares of Equity, Growth 
or Income on the basis of the relative net asset value 
per share at the time of the exchange without 
payment of a sales charge. Shares of Special Bond 
may currently be exchanged for shares of the other 
Funds on the basis of the relative net asset value per 
share at the time of the exchange, with the Special 
Bond shareholders paying the difference, if any, 
between the Special Bond sales charge and the sales 
charge of the Fund into which the Special Bond 
shareholder wishes to exchange. A $5 transaction 
fee is charged by the transfer agent, SAFECO 
Investment Management Corp., at the time of any 
exchange. All of the Funds provide that their shares 
may be acquired through the reinvestment of 
dividends and distributions at net asset value 
without a sales charge. 


The Applicants state that Fund shares purchased by 
the reinvestment of dividends and/or capital gains 
distributions are entitled to identical exchange 
privileges as purchased shares. No sales or other 
commission is paid by SAFECO Securities with 
respect to any exchange and no refund of a sales 
charge is made on any of the exchanges permitted 
under the program. 


The Applicants assert that the exchange privileges 
outlined above are in the best interests of the 
shareholders of each of the Funds because the 
imposition of no sales charge on the exchange of 
Equity, Growth and Income shares, and the 
imposition of the differential sales charge on the 
exchange of Special Bond shares for shares of the 
other Funds facilitates the exchange of shares to 
permit an investor to invest in shares of Funds 
having different investment objectives in order to 
meet the investor's changing needs. The Applicants 
believe that applying either no sales charge or the 
differential sales charge, as the case may be, is 
warranted in light of the cost savings to SAFECO 
Securities, because of the reduced sales effort 
involved and because no sales commissions are 
paid by SAFECO Securities to brokers or registered 
representatives on any exchange. The Applicants 
also contend that the imposition of the differential 
sales charge on exchanges of Special Bond shares 
for shares of Equity, Growth and/or Income will 
discourage attempts to circumvent the higher sales 
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charges which would have been applicable on the 
shares of such Funds had such shares been 
purchased initially. 


The application states that a question has been 
raised as to the validity of the above exchange offers 
under Sections 11 and 22(d) of the Act. In order to 
eliminate any doubts as to the validity of future 
exchanges between the Funds, the Applicants 
request an order of the Commission on a prospective 
basis approving the exchange offers pursuant to 
Section 11 of the Act, and exempting such exchange 
offers from the provisions of Section 22(d) of the Act 
and Rule 22d-1 thereunder pursuant to Section 6(c) 
of the Act. Upon issuance of the requested order of 
the Commission shareholders who have exchanged 
shares of Equity, Growth or Income for shares of 
Special Bond and then wish to exchange their 
Special Bond shares for shares of one of the other 
Funds, will pay a differential sales charge based on 
the difference in sales charge imposed by the Fund 
into which the Special Bond shareholder wishes to 
exchange and the sales charge imposed by Special 
Bond or other Fund initially purchased. 


Section 11(a) of the Act provides, in pertinent part, 
that it shall be unlawful for any registered open-end 
investment company or any principal underwriter 
for such acompany to make, or cause to be made, an 
offer to the holder of a security of such company or 
any other open-end investment company to 
exchange his security for a security in the same or 
another such company on any basis other than the 
relative net asset values of the respective security to 
be exchanged, unless the terms of the offer have first 
been submitted to and approved by the 
Commission. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 


underwriter thereof shall sell any redeemable 
security issued by such company to any person 
except at a current offering price described in the 
prospectus. Rule 22d-1 permits certain variations in 
sales load, but Applicants state that none of such 
variations are applicable to the exchange privileges 
outlined above. 


Section 6(c) of the Act, provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or 
classes of persons, securities, or transactions, from 
any provision or provisions of the Act or of any rule or 
regulation under the Act, if and to the extent such 
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exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 25, 1980, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon the 
Applicants atthe address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an 
order disposing of the application herein will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponem its 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11032/January 31, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6187/ January 31, 1980 
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Litigation Release No. 8981/January 25, 1980 


UNITED STATES OF AMERICA v. FREDERICK M. 
FRIEDMAN AND ALAN E. SANDBERG, 76 Cr. 1022 
(S.D.N.Y.) 


Robert B. Fiske, Jr., United States Attorney for the 
Southern District of New York, and Stephen L. 
Hammerman, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (“Commission”), announced that on 
January 22, 1980, following a non-jury trial before 
the Honorable Inzer B. Wyatt, United States District 
Judge for the Southern District of New York, 
defendants Frederick M. Friedman (“Friedman”) of 
New York, New York, and Alan E. Sandberg 
(“Sandberg”) of East Northport, New York, were each 
convicted on two counts of mail fraud and one count 
of wire fraud. Friedman is a vice president of TDA 
Industries, Inc. (“TDA”), and Sandberg, is a former 
officer and director of the company. 


The convictions arose out of a transaction involving 
the payment of a duplicative finders fee in 
connection with TDA’s acquisition of Eagle Roofing & 
Art Metals, Inc. 


Defendant Friedman was acquitted on one count of 
the indictment, which charged that Friedman had 
failed to disclose the above transaction in a TDA 
proxy statement in violation of the proxy solicitation 
rules. 


Prior to the commencement of the above trial, 
defendant Friedman had been tried before a jury, 
convicted, and sentenced by the Honorable Charles 
S. Haight, Jr., United States District Judge for the 
Southern District of New York, to three months 
imprisonment and a $25,000 fine, in connection 
with other transactions involving TDA and Wescalind 
Corp. (a majority of whose shares were controlled by 
TDA). In the prior criminal proceeding, Friedman 
had been found guilty of five counts of conspiracy, 
securities fraud and making a false statement. 


January 30, 1980 has been set as the sentencing for 


defendant Friedman and March 6, 1980 for 
defendant Sandberg. 


The criminal trials arose out of the same 
transactions that were the subject of a prior 


458/SEC DOCKET 


Commission civil injunctive action, SEC v. TDA 
Industries, Inc., et al., 75 Civil 4519 (S.D.N.Y. 1975). 


For further information, see Litigation Release Nos. 
8976, 8921, 7692, 7369 and 7088. 


Litigation Release No. 8982/January 28, 1980 | 


SEC v. THE INCOME BUILDERS, INC., ET AL 
(U.S.D.C. - S.D. Tex., Houston Div.) Civil Action No. 
H-78-1140 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office, and Thomas Allen Moon, Assistant 
Administrator, Houston Branch Office, announced 
that on January 10, 1980, the Honorable Norman W. 
Black, United States District Judge for the Southern 
District of Texas, entered a permanent injunction 
against The Income Builders, Inc., Delbert K. 
Burkhart, Beech Mountain, Ltd., Beech Run, Ltd., 
Buckhannon River, Ltd. and Left Fork, Ltd., all of 
Houston, Texas, enjoining them from violating the 
registration provisions of the Securities Act of 1933. 
The final judgment was entered with the consent of 
the defendants, who neither admitted nor denied the 
allegations of the complaint. 


In addition, all antifraud allegations pertaining to 
Section 17(a) of the Securities Act of 1933, to 
Section 10(b) of the Securities Exchange Act of 
1934, and to Rule 10b-5 promulgated thereunder, 
were dismissed with prejudice. 


The Commission commenced this action on June 
21, 1978, by filing a complaint which alleged that 
The Income Builders, Inc., Delbert K. Burkhart, Left 
Fork, Ltd., Buckhannon River, Ltd., Beech Mountain, 
Ltd. and Beech Run, Ltd., were offering for sale, 
selling and delivering after sale, securities, namely 
investment contracts evidenced by units of limited 
partnership participation issued by Left Fork, Ltd., 
Buckhannon River, Ltd., Beech Mountain, Ltd. and 
Beech Run, Ltd., in violation of the registration and 
antifraud provisions of the federal securities laws. 


For further information, see Litigation Release No. 
8456. 
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Litigation Release No. 8983/January 29, 1980 


SEC v. XONICS, INC, ET AL. (United States District 
Court for the Central District of California), Civil 
Action No. 77 1274-FW. 


Leonard H. Rossen, Administrator of the Los Angeles 
Regional Office, announced that on January 2, 1980 
the Commission filed an application in the United 
States District Court in Los Angeles, seeking further 
relief against Xonics, Inc. of Van Nuys, California. On 
April 11, 1977, Xonics consented, without admitting 
or denying the allegations, to issuance of a 
permanent injunction enjoining it from violations of 
Section 17(a) of the Securities Act of 1933, Section 
10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5 thereunder. 


Simultaneously with the Commission’s application 
for further relief, Xonics, without admitting or 
denying the allegations, consented to issuance of an 
Amended Final Judgment of Permanent Injunction. 
The Amended Judgment provides that in addition to 
the relief set forth in the April 11, 1977 Judgment, 
Xonics shall permanently maintain an audit 
committee, the majority of whose members are not 
officers or employees of the company. In addition, 
Xonics must have its interim financial statement 
reviewed by its independent auditors through 
December 31, 1980. 


The Amended Judgment required Xonics to file 
within 60 days an 8-K report with the Commission 
describing the current status of Xonics Electron 
Radiography. Within 90 days, the company must 
distribute to all of its shareholders a letter setting 
forth substantially the same information contained 
in the 8-K report. 


The Amended Judgment also expands the specific 


items enumerated 
against the company. 


in the antifraud injunction 


For further information, see Litigation Releases 
numbers 7865 and 7870. 


Litigation Release No. 8984/January 29, 1980 
SEC v. PETRO NATURAL RESOURCE CORPORATION 
AND EUGENE L. COLMAN (S.D.N.Y.) 79 Civil 6977 
(LFM) 
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Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities Exchange 
Commission, announced that on January 17, 1980, 
Lloyd F. MacMahon, District Court Judge in the 
Southern District of New York, signed final 
judgments of permanent injunction enjoining Petro 
Natural Resource Corporation (“Petro”), a Delaware 
corporation located in New York, New York, and 
Eugene L. Colman (“Colman”) of New York, New 
York, from violating the registration and antifraud 
provisions of the federal securities laws. Petro and 
Colman consented to the entry of the judgments 
without admitting or denying the allegations in the 
Commission’s Complaint. (SEC v. Petro Natural 
Resource Corporation and Eugene L. Colman, 79 
Civil 6977, U.S.D.C., S.D.N.Y.). (LR- — ). 


Litigation Release No. 8985/January 29, 1980 


SEC v. MONTE L. LOPATA, ET AL. (United States 
District Court for the District of Columbia, Civil 
Action No. 80-0274) 


The Securities and Exchange Commission today 
announced the filing of a Complaint in the United 
States District Court for the District of Columbia 
seeking injunctive and other equitable relief against 
Monte L. Lopata and Albert |. Dubinsky. The 
Defendants are partners in an accounting firm in 
Clayton, Missouri. The Complaint alleged that the 
Defendants violated Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder in 
connection with transactions in the common stock 
of The Carboline Company (“Carboline”) of St. Louis, 
Missouri. Simultaneously with the filing of the 
Complaint, the District Court entered Final 
Judgments against the Defendants. The Defendants 
consented to entry of the Final Judgments without 
admitting or denying the allegations in the 
Commission's Complaint. 


The Commission’s Complaint alleged that on 
Saturday, July 28, 1979, Monte Lopata was advised 
by his brother, Stanley Lopata, Chairman of the 
Board of Directors of Carboline, of a preliminary 
agreement for Sun Company, Inc. (“Sun”) to make 
an offer to purchase Carboline’s common stock at 
$30 to $32 per share. It was alleged that Stanley 
Lopata told Monte Lopata that he was not to tell 
anyone about this and that he was not to buy any 
Carboline common stock. The Complaint alleged 
that on Monday, July 30, 1979, that Monte Lopata 
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purchased 1,000 shares of Carboline common stock 
without disclosing the material, non-public 
information to the sellers of the stock which he 
purchased. The Complaint further alleged that 
Albert Dubinsky also received material, non-public 
information concerning the preliminary agreement 
and thereafter, on July 31, 1979, purchased 2,000 
shares of Carboline common stock without 
disclosing much information to the sellers of such 
stock. Subsequently, according to the Complaint, 
Monte Lopata and Albert Dubinsky tendered the 
stock, which they purchased on July 30 and July 31, 
1979, respectively, in a tender offer by Sun for all of 
Carboline’s common stock at $30 3/4 per share. The 
Complaint alleged that Monte Lopata and Albert 
Dubinsky realized profits of $11,674.45 and 
$21,924.13, respectively. 


The District Court permanently enjoined Monte 
Lopata from violating the antifraud provisions of the 
Securities Exchange Act of 1934 and permanently 
enjoined Dubinsky from violating such provisions by 
directly or indirectly purchasing or selling securities 
while in possession of material, non-public 
information concerning such security or the issuer 
thereof, without having previously disclosed such 
information to the person from whom such security 
is purchased or to whom it is sold. The District Court 
further ordered the Defendants to disgorge the 
profits realized to the sellers of the stock which they 
purchased. 


Litigation Release No. 8986/January 29, 1980 


SEC v. GERALD GREENSPAN a/k/a JAY GREENE, 75 
Civil 2826 (EW) (S.D.N.Y.) 


Stephen L. Hammerman, Administrator of the New 
York Regional Office (“NYRO”), announced that on 
January 25, 1980, the Honorable Edward Weinfeld, 
United States District Judge in the Southern District 
of New York, signed an Order directing Gerald 
Greenspan a/k/a Jay Greene (“Greenspan”), of 
Brooklyn, New York, to show cause why additional 
equitable relief should not be granted as part of the 
final judgment of permanent injunction entered 
against Greenspan on July 8, 1975 in the action 
S.E.C. v. Greenspan, 75 Civil 2826 (EW), in the form 
of an Order: (1) enjoining Greenspan from 
purchasing the securities of Family Record Plan, Inc. 
and Hiller Aviation, Inc.; (2) directing him to disclose 
his prior injunctions [S.E.C. v. Greenspan, 60 Civil 
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4179 (AB), and S.E.C. v. Greenspan, 75 Civil 2826 
(EW)], and conviction for criminal contempt [United 
States of America ex rel. Securities and Exchange 
Commission v. Greenspan, 78 Cr. Misc. #1 (P. 41) 
(EW)], by delivering copies thereof to any registered 
broker or dealer prior to purchasing or selling any 
security through such broker or dealer; and (3) 
requiring him to submit to the NYRO a written report 
listing all of his brokerage accounts and securities in 
which he currently holds a beneficial interest and 
thereafter, to submit monthly reports detailing all of 
his securities transactions. 


A hearing on the Order to Show Cause has been 
scheduled for Friday, February 1, 1980 at 10:00 a.m. 


For further information see LR-1820, 1832, 6954, 
7008, 8622, 8672. 


Litigation Release No. 8987/January 29, 1980 


S.E.C. v. U.S. ENERGY CORP., ET AL. (USDC COLO, 
Civil Action No. 78-EK-1233) 


Robert H. Davenport, Regional Administrator of the 
Securities and Exchange Commission, announced 
that on January 16, 1980, the Honorable Ewing Kerr, 
Senior Judge, USDC District of Wyoming sitting in 
Denver, Colorado, at the close of the plaintiff's case, 
granted the motions of defendants Daniel P. Svilar 
and Emery Tomlinson to dismiss the action as to 
these defendants. 


The complaint alleged, in substance, that 
Tomlinson, of Riverton, Wyoming, had violated Rule 
10b-5 under the Securities Exchange Act of 1934, as 
amended, and that Svilar, of Hudson, Wyoming, had 
violated Rule 10b-5 and the proxy rules under the 
said Act. 


On January 18, 1980, the remaining defendants, 
John L. Larsen, Lloyd Larsen, Max Evans, Crested 
Butte Silver Mining, Inc. and U.S. Energy Corp., 
completed presenting their evidence and Judge Kerr 
ordered that both plaintiff and defendants submit to 
the Court proposed findings of fact and conclusions 
of law within 45 days after the transcript of the trial 
becomes available. 
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The trial commenced on January 7, 1980 and was 
completed on January 18, 1980. 


For further information see Litigation Release No. 
8563. 


Litigation Release No. 8988/January 29, 1980 


SEC v. ASSET MANAGEMENT CORP., ET AL. (S.D. 
Ind., Civil No. IP 78-34-C) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission (Commission), announced that on 
December 10, 1979, Federal Judge William E. 
Steckler, Southern District of Indiana, entered a final 
judgment of permanent injunction enjoining Edward 
E. Holschuh (Holschuh) from future violations of the 
registration and antifraud provisions of the Federal 
securities laws. 


Following a trial held in September 1979, the Court 
found that Holschuh violated the antifraud 
provisions in connection with the sale of limited 
partnership interests of A.M. Coal Partners -1976A 
through E. The Court found that in connection with 
those sales, Holschuh made misrepresentations 
and omitted to state material facts concerning, 
among other things, the use of the proceeds derived 
from the sale of the securities, the existence and 
ownership of leasehold interests, the application for 
and the granting of mining permits, and the 
existence of mining operations. 


Litigation Release No. 8989/January 29, 1980 


UNITED STATES v. RALPH READ, ET AL. (N.D. Ill., 79 
CR 277) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, and Gregory C. Jones, Acting U.S. 
Attorney for the Northern District of Illinois, 
announced that on January 11, 1980, the Honorable 
John Powers Crowley, United States District Judge 
for the Northern District of Illinois, sentenced Jack C. 
Coulson to three years probation. This sentence 
followed Coulson’s earlier plea of guilty to conspiracy 
and mail fraud charges. 
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Coulson was employed as National Sales Manager 
for Cenco Medical Health, a subsidiary of Cenco, 
Incorporated, a Chicago based corporation. He was 
indicted on April 24, 1979 by a Federal Grand Jury in 
Chicago, along with six other individuals. The 
indictment charged that from 1970 through 1974, 
approximately $25 million in false profit figures were 
reported by Cenco. It was alleged that a variety of 
devices were used to create this false profit, 
including the inflation of the inventory of Cenco 
Medical Health. While Coulson pled guilty to 
conspiracy and mail fraud charges arising from the 
Cenco fraud, three other former Cenco employees 
contested the charges. The three, Ralph Read, 
Howard Swiger and Ronald Spiegel, were 
subsequently tried and convicted by a jury on 
October 29, 1979. 


The civil injunctive action filed in September, 1976, 
by the Securities and Exchange Commission against 
Coulson and other former Cenco employees is still 
pending before the United States District Court for 
the Northern District of Illinois. 


For further information, see Securities Exchange Act 
of 1934 Release No. 11495 and Litigation Release 
Nos. 7538, 8509, 8747, 8786, 8919, 8970 and 8975. 


Litigation Release 8990/January 30, 1980 


SEC v. TEMPLET INDUSTRIES, INC. (United States 
District Court for the District. Civil Action No. 80- 
0324) 


The Commission announced today that it filed in the 
United States District Court for the District of 
Columbia a civil injunctive action against Templet 
Industries, Inc., (“Templet”) 112 East Centre Street, 
Nutley, New Jersey. The Commission’s Complaint 
alleges violations of the reporting provisions of the 
federal securities laws and seeks a Judgment of 
Permanent Injunction and Other Relief. 


The Complaint alleges that Templet has failed to file 
its Annual Report on Form 10-K for its fiscal year 
ended September 30, 1979, required to have been 
filed with the Commission by December 29, 1979. 
Further, the Complaint charged that Templet, as part 
of a continuing course of violative conduct extending 
over several years, has failed to timely file certain of 
its Annual Reports and Quarterly Reports required to 
have been filed with the Commission. 
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The Complaint requests that the Court order 
Templet to file forthwith with the Commission its 
Annual Report on Form 10-K for its fiscal year ended 
September 30, 1979. Further, the Commission 
requested that the Court enjoin Templet from further 
violations of the reporting provisions of the federal 
securities laws. 


Litigation Release 8991/January 30, 1980 


SEC v. VAPORTECH CORP. (United States District 
Court for the District of Columbia. Civil Action No. 
80-0325) 


The Commission announced today that it filed inthe 
United States District Court for the District of 
Columbia a civil injunctive action against Vaportech 
Corp. (“Vaportech”) of 8337 Hindry Ave., Los 
Angeles, California. The Commission’s Complaint 
alleges violations of the reporting provisions of the 
federal securities laws and seeks a Judgment of 
Permanent Injunction and Other Relief. 


The Complaint alleges that Vaportech has failed to 
file its Annual Report on Form 10-K for its fiscal year 
ended August 31, 1979, required to have been filed 
with the Commission by November 29, 1979, and 
four of its Quarterly Reports on Form 10-Q, including 
one for its fiscal quarter ended November 30, 1979, 
required to have been filed with the Commission by 
January 14, 1980. Further, the Complaint charged 
that Vaportech, as part of a continuing course of 
violative conduct extending over several years, has 
failed to timely file certain of its Annual Reports and 
Quarterly Reports required to have been filed with 
the Commission. 


The Complaint requests that the Court order 
Vaportech to file forthwith with the Commission its 
Annual Report on Form 10-K for its fiscal year ended 
August 31, 1979, and its Quarterly Reports on Form 
10-Q for its fiscal quarters ended November 30, 
1979, May 31, 1978, February 28, 1978, and 
November 30, 1977. Further, the Commission 
requested that the Court enjoin Vaportech from 
further violations of the reporting provisions of the 
federal securities laws. 
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Litigation Release No. 8992/January 30, 1980 


SEC v. PRICE & COMPANY, ET AL. (United States 
District Court for the Northern District of Illinois, 
Eastern Division, Civil Action No. 80-C-269) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission announced that on January 17, 1980, 
the Commission filed a complaint in the United 
States District Court for the Northern District of 
Illinois, Eastern Division, seeking preliminary and 
permanent injunctive relief against Price and 
Company (Price & Co.), a registered broker-dealer in 
Chicago, Illinois and Earl Lawrence Price, managing 
partner of Price and Co. alleging violations of the 
recordkeeping provisions of the federal securities 
laws. 


The Commission’s complaint alleges that the 
defendants failed to make and keep the records 
required to be maintained under the federal 
securities laws. In addition the complaint further 
alleges that the defendants have refused and 
continue to refuse to make Price & Co.’s books and 
records available to representatives of the 
Commission for examination. The Commission has 
sought mandatory injunctive relief to require the 
defendants to undertake those steps which will 
permit representatives of the Commission to review 
Price & Co.’s records. 


Litigation Release No. 8993/January 31, 1980 


SEC v. TEXTRON INC. (United States District Court 
for the District of Columbia. Civil Action No. 80- 
0326) 


The Securities and Exchange Commission today 
announced the filing of a civil injunctive action inthe 
United States District Court for the District of 
Columbia seeking to enjoin Textron Inc. from further 
violations of Sections 10(b) (antifraud), 13(a) 
(reporting) and 14(a) (proxy) of the Securities 
Exchange Act of 1934 (“Exchange Act”) and rules 
thereunder. 


The Commission's complaint alleged that during the 
period from at least 1971 to 1978, defendant 
Textron engaged in a course of business pursuant to 


which Textron, directly and indirectly, made 
payments which totalled at least $5,400,000 to 
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Textron sales agents knowing or having reason to 
know that payments to such sales agents would be 
shared in whole or in part with foreign government 
officials or employees, directly to senior foreign 
government officials and employees, to members of 
ruling families, to associates of senior foreign 
government officials and employees, to persons it 
believed to be foreign government officials or 
employees, and to entities in which senior foreign 
government officials or employees had an 
ownership or financial interest, in connection with 
the use of their influence or position to secure 
business for Textron. 


In addition, the Commission’s complaint alleged 
that Textron failed to disclose the above-described 
course of business and risks to its earnings and 
revenues occasioned by such practices. 


The Commission further alleged that in furtherance 
of the above-described course of business and the 
failure to disclose such course of business, Textron, 
among other things, made false and misleading 
representations to the United States government in 
connection with at least three contracts, and either 
falsely recorded or did not make and keep books, 
records and accounts which accurately reflected the 
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true nature and disposition of most or all of the 
payments made by Textron. 


Without admitting or denying the allegations 
contained in the Commission’s complaint, 
defendant Textron consented to the entry of a final 
judgment of permanent injunction enjoining the 
company from further violations of Sections 10(b), 
13(a) and 14(a) of the Exchange Act and rules 
thereunder. In addition, the judgment required that 
Textron file with the Commission a Current Report 
which describes the procedures Textron has 
adopted and intends to adopt pursuant to 
recommendations by a special committee of the 
Textron Board of Directors to prevent recurrence of 
matters of the nature alleged in the complaint. 


In its consent to the entry of the final judgment, 
Textron represented that the above-described 
Current Report would state the present intention of 
Textron io implement the recommendations of the 
special committee, and an undertaking that until at 
least December 31, 1982 Textron will file with the 
Commission appropriate reports describing any 
changes to procedures it has adopted that materially 
weaken the implementation of the recommenda- 
tions of the special committee. 
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